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PREFACE. 



The following Essays have appeared in various 
periodicals at intervals in the course of the last 
fourteen years. They consist in part of attempts 
to apply the principles of economic science, as that 
science has been understood by the ablest writers 
in this country and in France, to the solution of 
actual problems, of which those presented by the 
Califomian and Australian gold discoveries, and by 
the state of land tenure in Ireland^ are the most 
important. So much of the volume may not 
improperly be described as Essays in Applied 
Political Economy. The remaining Essays deal 
mostly with topics of a theoretical kind ; one — 
Political Economy and Laissez-faire — is expository 
of the character of economic science, and two — 
those on Comte and Bastiat — ^are critical and to 
some extent controversial. To two of the Essays 
relating to the Gold Question I have appended 
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postscripts, in which the principal facts involved in 
the particular aspect of the movement treated in 
each are traced down to the present time. I have 
also in some instances subjoined notes, where later 
events have served to throw light on the questions 
discussed. 

These remarks will sufficiently indicate the general 
character of the present volume. On one portion 
of its contents, however,— that which relates to the 
gold discoveries and their effects, — it has seemed to 
me that something further in the way of comment 
and elucidation would be desirable, The problem 
there discussed is one of which the practical solution 
is still in process of being worked out ; and since 
the papers which attempt to deal with it were written, 
a considerable period of time has elapsed, in which 
the movement forming the object of the inquiry 
has continued to unfold itself. Such an experience 
offers an opportunity of bringing the views therein 
advanced to the test of experiment. I venture to 
think that, fairly judged, they will be found capable 
of standing this test, and that in the main the 
anticipations formed respecting the course of wages 
and prices under the action of the new gold have 
been sustained by the event But in order to apply 
the criterion fairly, the conditions under which the 
experiment has proceeded ought to be taken account 
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of. I have therefore thought it well to prefix to this 
portion of the volume an introductory chapter, in 
which the subject is discussed from the advanced 
standpoint we have now attained, and the reader 
is furnished with the data requisite for a just esti- 
mate of the speculation. 

I take this opportunity of acknowledging with 
thanks the courtesy of the proprietors of the several 
periodicals in which these Essays originally appeared 
in consenting to their re-appearance in the present 
form ; and, at the same time, I am anxious to express 
my deep obligations to my valued friend Professor 
Fawcett, at whose suggestion it was that they were 
collected, and by whose kind encouragement and 
effective aid I have profited largely in preparing 
them for the press. 

J. E. C 

KmBROOK Park Road, S.£. 
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ESSAYS ON THE GOLD QUESTION. 

INTRODUCTORY. . 

In submitting to the judgment of the public that 
portion of the present volume which relates to the 
economic aspects of the Gold Question, I am desirous 
at the outset to guard myself against t>vo possible 
misapprehensions. In the first place I desire it to be 
understood that the question discussed in the Essays 
on that subject is, not the gold discoveries and their 
consequences, but the much narrower one involved in 
the economical effects of the increased supplies of 
gold. The two problems, though to some extent 
mutually implicated, are substantially distinct. To 
the one belongs the impulse given to the movement of 
population, which has resulted in the rapid peopling 
and definitive settlement of districts that without this 
stimulus might long have continued the slow and 
chequered career which up to that time had charac- 
terized their march, together with all the social and 
political consequences which have flowed from that 
H B 
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movement both in Europe and in the scenes of the 
discoveries ; to the other, the effects resulting from 
the increased abundance of money on the industry 
and trade of nations and the fortunes of individuals : 
and it is to the solution of this latter problem alone 
that the Essays on the Gold Question are addressed. 
And, secondly, the reader will do me the favour to 
remember that the views expressed on the subject of 
the future of trade and price are to be understood, 
not as predictions of the actual course which events 
would take, but only as an attempt to forecast the 
directions in which that course would be modified 
by the increased supplies of gold ; in other words, to 
trace the consequences which would result from this 
cause, supposing all other things to remain the same. 
The conditions of productive industry and the needs 
of human beings are constantly undergoing change, 
and, wholly irrespective of the increased supplies of 
money, a variety of powerful agencies have during 
the period under consideration been acting upon 
trade and prices. The actual course which the 
phenomena have taken, therefore, has not been the 
consequence of any single influence, such as that 
proceeding from the increased production of gold, 
but the composite result of the combined action of 
many; so that to judge of the operations of any 
particular cause it becomes necessary, as far as 
possible, to eliminate, and, in mercantile phrase, 
discount what is due to the action of other contem- 
poraneous causes. These points being premised, I 
proceed to consider how far the views advanced 
in the Essays on the Gold Question have been 
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borne out by the test which an experience of some 
fourteen years since they were written has furnished. 
On one point the opinion alike of economists and 
of the public seems now to be at one. It is now 
generally agreed that within twenty years a sub- 
stantial advance in general prices has taken place. 
But beyond this general conviction there is little 
accord. People differ as to the extent of the advance, 
and as to its cause. The former point is one on 
which the opinion of even the best informed statis- 
tician cannot be regarded as more than conjecture. 
The data for anything approaching to exactness in 
such an estimate do not exist; and I shall certainly 
not attempt now, as I have not attempted in what 
I have formerly written, to offer any estimate pre- 
tending to exactness. I content myself with the 
general admission that a substantial advance has 
occurred, and that so far my anticipations have been 
borne out by events. But prices having risen, to 
what is the rise to be attributed ? Here too, as I 
have said, there is a divergence of opinion. Amongst 
economists I think it is pretty well agreed that the 
advance is, at least in large measure, due to the effects 
of the gold discoveries. But, on the other hand, there 
is, on the part of commercial writers, and in general 
of all who view the question from the standpoint of 
practical business, a strong disposition to ignore, or 
altogether to deny, the influence of this cause in 
determining the results. The enhanced scale of 
wages and prices is not disputed, but it is referred 
to such causes as "the recent great development of 
trade," " changes in supply and demand," or " the 

B 2 
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effect of strikes ; " and the facts seeming in each given 
instance to be traceable to one or more of such influ- 
ences, the incident of an increased abundance of gold 
is regarded as something superfluous and irrele- 
vant, and which need not be taken account of in 
seeking their explanation. Such a mode of argument, 
however, I do not hesitate to say, implies a funda- 
mental misconception as to the nature of the problem 
to be solved. For to show that an advance of prices 
is connected with a development of trade,* with 
changes in supply and demand, or with the action of 
strikes, is not to prove that it is not due to the gold 
discoveries. An increased supply of money does not, 
and cannot, act upon prices, or upon the value of the 
metal composing it, in any other way than by being 
made the instrument of trade, by affecting demand 
and supply, or by furnishing employers with the 
means and the motives for advancing the wages of 
their workmen ; and, consequently, however clearly 
the advance may be traceable in each given case to 
an occurrence of this nature, the problem still lies 
open : nothing has been done towards determining the 
question whether the increased monetary supplies may 
not have been an indispensable condition to the 

* I may here remark that " a development of trade," which is so fre- 
quently assigned in explanation of a high regime of prices, not only is 
inadequate in itself to explain this result, but, so far as it operates at all 
upon general prices, tends to lower them, partly by cheapening the cost 
of commodities, and partly by increasing their quantity ; for the effect of 
having more commodities to exchange is to create an increased need 
for circulating medium, which must, in the absence of an increased 
supply, tend to raise its value— />. to lower prices. In point of fact, the 
increased development of trade since 1850 has been one of ^f causes 
which has helped to neutralize to some extent the effects of the » sea 
supplies of gold. 
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realization of the advance. I have said the problem 
still lies open ; but in saying this I have conceded too 
much. It sometimes happens that the proximate 
occurrence to which the rise in price is referred is of 
a kind which necessarily implies an increased supply 
of money as the remote cause. I will illustrate my 
meaning by an example. In the sixth volume of 
the " History of Prices," ♦ Mr. Newmarch had shown 
that an advance of prices on an extensive scale had 
taken place between 1851 and '56; and the question 
arose, whether this was to be referred to the action 
of the new supplies of gold. Mr. Newmarch decides 
in the negative, on the ground that the results were 
traceable to an increase in the demand for commodities 
relatively to the supply ; to an increase, that is to say, 
in the demand for commodities in general, for nothing 
less than this would suffice to explain the facts. Now 
I maintain that, had Mr. Newmarch's object been to 
establish the (Contradictory of the conclusion he had 
in view, had he aimed to show that the high prices 
then prevailing were the result of the increased money 
supplies, no more effectual line of argument could 
have been taken for this purpose than the one he has 
adopted ; for, putting aside the case of an increased 
demand resting on an undue inflation of credit (un- 
doubtedly one of the causes in operation in 1856, 
though it is not referred to in Mr. Newmarch's ex- 
planation), an increase in the demand for commodities 
relatively to the supply can mean nothing else than an 
increase of money demand in relation to commodities ; 
and to show that prices generally have risen from this 

* Pp. 224, 225. 
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cause is simply to show that money has become depre- 
ciated. Mr. Newmarch's argument, so far as he made 
his position good, was thus a complete demonstration 
of the monetary depreciation which it was his purpose 
to disprove. 

And a nearly similar criticism may be made on 
that explanation which refers the high scale of prices 
to the effects of strikes. The argument commonly 
takes this form. The men, it is said, having enforced 
their demands for increased wages, their employers 
are obliged to raise the prices of their commodities 
in order to secure their profits. But this being equi- 
valent to a withdrawal of a portion of the advance — 
since the same money no longer purchases the same 
goods — the workmen, to make good their position, 
strike again, and obtain a further advance, which is 
followed on the employer's part by a further rise in 
prices, and so the cycle is repeated. Such was the 
explanation offered a little time since in the leading 
columns of an influential journal. It did not occur 
to the writer, that, if the principle of his argument 
was sound, there is no reason why the upward move- 
ment in prices should ever stop. It is, however, 
beyond question that an advance in price has in some 
instances been established in the way described, that 
is to say through a successful strike issuing in a higher 
price for the commodity ; but those who have perceived 
this much, have failed to perceive what rendered this 
consummation possible. How has it happened that 
the capitalist producer has been enabled to maintain 
the advance in price urged on him by the action of 
his workmen ? In many instances the commodities so 
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raised in price are produced for foreign markets. 
How comes it that our foreign customers acquiesce 
in the demand ? In the energetic competition which 
English products have now to encounter on all sides, 
why do they not rather turn to other markets, or 
become producers of the commodity themselves ? 
There are but two possible modes of explaining the 
result : either prices in other markets have risen 
proportionally with prices in our own, in which case 
we have to consider Avhence comes the money which 
supports those prices ; or money has become a cheaper 
commodity with our foreign customers, so that they 
find it more profitable to pay the increased price 
demanded by the English producer, than to divert 
their capital from its actual investment — an investment 
which enables them, directly or indirectly, to procure 
gold on those cheaper terms. Adopt which hypo- 
thesis you please, and the same fact will in the end 
confront you — an increased supply of money rendering 
possible an advance in general prices, which, but for * 
this condition, could never have occurred. 

I venture to lay down broadly this proposition, that, 
when an advance in the price of any of the great sta- 
ples of industry becomes definitive (monopoly apart), 
there are two, and only two, adequate explanations 
of the fact : either the cost of producing the article 
(understanding by cost, not the money outlay, but 
the real difficulties of production) has increased ; or 
the cost of producing or obtaining money has dimin- 
ished. A change in supply and demand will indeed 
produce temporary effects on prices, but apart from the 
conditions just stated it is incapable of permanently 
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altering them. For example, the present high price 
of coal is certainly due to an increased demand for 
the commodity as its proximate cause ; * but will this 
high price become definitive ? Only on one or other 
or both of the conditions I have stated being satisfied. 
If the increased demand can only be met by incurring 
increased physical difficulties of production so gfreat 
as to need the present high rates to compensate them, 
then the present rates will become the normal rates 
for coal. Or again, the cost of producing coal remain- 
ing the same, if the present prices, in consequence 
of the increased abundance of money, do not represent 
a greater real cost than the lower prices of former 
years, in this case too the present scale of prices will 
be maintained. Or once more, if both these conditions 
are partially satisfied, — if the real cost of producing 
coal be raised in some degree, and the real cost of 
obtaining money reduced in some degree, — on this 
assumption also, the alterations in cost being suffi- 
ciently great, we should be justified in expecting a 
continuance of present rates. It thus appears that 
the question of an advance in price, where the ad- 
vance becomes established and normal, is in all cases 
(monopoly apart) a question of cost of production : it 
is due either to an increased cost of producing the 
commodities, or to a diminished cost of producing or 
obtaining money, or to a combination of both these 
conditions. All explanations which fail to trace the 



* The two latest returns of the quantity raised, Professor J evens informs 

me, are as follows : — 

1870. 110,430,000 tons. 

1871. ii7,439>«» .„ 
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phenomenon to one or other, or to some combination of 
the$e, are of the kind which would place the earth upon 
an elephant, and the elephant on a tortoise, leaving 
the tortoise to find his footing as best he may. 

The doctrine advanced in the following Essays not 
merely asserts a prospective depreciation of gold as a 
consequence of the gold discoveries, but attempts to 
state the modus operandi of depreciation; in other 
words, the order of advance by which the ultimate 
higher level of prices would be reached. At the time 
the Essays were written, the opinion was nearly 
universal, and indeed it would seem still to be far 
from extinct, that a depreciation of money could only 
show itself in a uniform action upon all prices — not, 
I presume, that it was supposed that the prices of all 
commodities would necessarily ^Av^nz^ pari passu, but 
that, in so far as they were affected by the increase 
of money, this would be the nature of their progress ; 
and, accordingly, no such uniform movement being dis- 
coverable in the actual phenomena, it was invariably 
concluded that such enhancement of price as was 
found to exist must be due to some other cause than 
the increased supplies of gold. This view I ventured 
to combat; and, as just intimated, not content with 
recording a mere general denial of the current doctrine, 
and with asserting a definitive depreciation of gold as 
even then accomplished, I attempted further to state 
the mode and order in which the monetary movement, 
as it proceeded, would be developed. As regards 
the first portion of my thesis, I need not hesitate now 
to say that it has been fully verified by events. A 
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general rise of prices has admittedly occurred; but 
in this general advance there are no traces of that 
uniformity in the march which the prevailing view 
anticipated. What has happened has been a great 
rise in the prices of some commodities, a more mode- 
rate rise in those of others, in the case of some 
a very slight rise or none at all. Further, up to a 
certain point, I am entitled to claim a substantial 
verification of the views I put forward as to the order 
of the advance of prices. For example, I had said 
that, resolving commodities in general into the two 
grand classes of crude products and manufactured 
goods, the rise in price would be more rapid in the 
former than in the latter class ; while, as amongst 
commodities of the former class, I asserted that 
animal products would advance more rapidly than 
those of vegetable growth. Now I think I shall 
not need to go into details to prove that, speaking 
broadly, this has in fact been the course which 
prices have followed. The articles of which the 
advance in price has been most marked have been 
such as butcher's meat, butter, bacon, and other pro- 
visions of the animal kind. Mineral products and 
agricultural products of the vegetable kind have 
come next in order; while manufactured goods, 
unless where, as in the case of cotton, the raw 
material has been affected by causes of a very 
exceptional nature, have shared but slightly in the 
upward movement, or not at all. So far, I say, I 
can claim for the views advanced a substantial veri- 
fication from the course of events. With regard, how- 
ever, to that part of my speculation which attempted 
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to describe the order of the movement in prices 
as it would be felt in different countries, only a 
more qualified claim to verification can be advanced. 
Not that I am disposed to make any retractation as 
regards the economic principles on which the specu- 
lation rests : so far as I am aware, the tenor of events 
has only tended to corroborate and fortify these ; but 
in some instances, the action of the cause I was in- 
vestigating has been overborne by influences of a 
violently disturbing kind, not foreseen at the time the 
Essays were written, and of course, therefore, not 
taken account of in my speculation. This has been 
especially the case with what I have said respecting 
the probable course of prices in the United States 
and in India. The civil war in the former country 
causing a sudden cessation in the supply of cotton, 
and leading to a large increase of taxation and to 
the issue of an inconvertible paper currency, operated 
powerfully upon the whole course of commercial and 
monetary affairs ; nor was its influence by any means 
confined to the immediate scene of its occurrence. 
Its effect in the United States was to accelerate 
powerfully the upward movement of prices, already 
sufficiently marked,* not merely as measured in the 
depreciated paper currency, but as measured in gold ; 
for the enlarged issue of paper currency had the 
effect of setting free a large quantity of gold formerly 
required for the maintenance of cash payments; and 
the increased taxation, so far as it fell upon com- 
modities, acted on prices directly in proportion to its 
amount. The result has been that prices in the 

* See Appendix G. 



12 £SSAVS ON [INTROD. 

United States, instead of advancing, as I expected 
would happen, nearly pari passu witk prices in 
England, have progressed with much greater rapi- 
dity.* On the other hand, the civil war in the 
United States caused a large diversion of the 
demand for cotton from that country to India. 
This would of course lead to an increase of 
specie remittances to the latter country ; and other 
causes, more particularly a sudden development of 
railway enterprise, resulting in an investment of 
upwards of 60,000,000/. sterling, acted powerfully in 
the same direction. At the same time, while gold 
and silver were thus pouring into India in an excep- 
tionally large stream, the credit system of the country 
was, by the establishment of numerous banks of issue 
and deposit, undergoing rapid extension. All these 
occurrences have conspired to give an impulse to the 
movement of prices in India, far beyond what it was 
possible to anticipate fourteen years ago. Accordingly, 
the exceptional slowness, which I was led to expect 
would characterize the advance of prices in Asiatic 
countries, has certainly, so far as India is concerned, 
not been realized. At the same time I am not pre- 
pared to admit, even as regards India, that the devia- 
tion from the course I had ventured to trace is by 
any means as great as the round assertions frequently 
made about Indian prices would seem to imply. These 
assertions may be true, so far as they go ; but India, 
it must be remembered, is a country of vast extent ; 
the means of communication over the greater part 
of it are still very imperfect; and, consequently, the 

* See Mr. Wells' Reports. 
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widest discrepancies in the scale of prices prevail in 
different districts. Some interesting evidence of this 
will be found in Mr. OUerenshaw's paper on " The 
Export Trade in Cotton to India" (Manchester Statis- 
tical Society, April 1870), in which he remarks that, 
"even in the same presidencies, prices have been 
in one place double those in another, and that this 
is not exceptional, but constant." And I find in Mr. 
Brassey's recent work the following striking differ- 
ences in the rates of wages recorded as prevailing 
in Bombay and Bengal:* — 





In 


Bengal per month. 


In Bombay per month. 






Rupees. 


Rupees. 


Carpenters . 


• 


9 


• 25 


Masons 


• 


5lF • 


21 


Labouring Coolies 


* 


6 


. . 918 


Horse-keepers 


• 


5 


• • SiiJr 



I believe the truth to be that a great advance in wages 
and prices has taken place in and around particular 
localities ; for example, the cotton districts north and 
east of Bombay, and in general wherever railway or 
public works are being carried on. The reports which 
come to us in this country respecting Indian prices 
are derived mostly, if not entirely, from observation 
of what is taking place in those districts ; but that 
the state of things in those favoured centres of 
activity is no safe criterion of the general condition 
of prices throughout India, we need only refer to the 
prices of her leading staples in the great commercial 
markets to satisfy ourselves. Of these a considerable 
number, including Rice, Sugar, Tea, Rum, and Sago, 

* " Work and Wages," p. 60. 
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have positively fallen since 1850; while of the rest, 
though a few, such as cotton and hemp, that have 
been subject to exceptional influences, have risen very 
greatly, the larger portion show but a moderate 
advance.* I may here add that I have been not a 
little fortified in my conviction of the essential sound- 
ness of the view which I took as to the bearing 
of the increased money supplies upon the relation 
of prices in Europe and in the East, by the remark- 
able corroboration which that view has since received 
from the independent investigations of my friend 
Professor Jevons. In a paper read before the London 
Statistical Society in 1865,! Professor Jevons showed, 
in an elaborate series of tables, not only that the 
course of Oriental and European prices down to that 
year had in the main been coincident with the course 
foreshadowed in my essay, but that a similar pheno- 
menon — namely, a divergence of prices as between 
Europe and tropical countries — had manifested itself 
in the early part of the present century, when various 
causes — partly economical and partly political — had 
led to a temporary redundancy of the precious metals 
in Europe, In a word, it appears from Professor 
Jcviuvs* investigations that, on two distinct occasion 
Avithin the present century, an exceptional abundance 
of the precious metals was followed by the same 
results — those results being what theory applied to 
the facts had led me to anticipate. 

Another incident which I was led to expect would 

♦ I am indebted for these facts to information kindly furnished me 
by Professor Jevons. 
t See London Statistical Society's Journal for 1865. 
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accompany the course of monetary depreciation was a 
more rapid advance of prices and rates of wages in 
England than on the Continent of Europe. In effect 
I had placed the Continent, as regards the order of 
advance in prices, in an intermediate position between 
England and the United States on the one hand, and 
Asiatic countries on the other. In the main I believe 
the results have been in accordance with my forecast ; 
though it would seem that the general coincidence has 
not been without some serious exceptions. As I 
learn from Mr. Brassey's work, just referred to, the 
rates of wages in the engineering trades and other 
branches of industry which minister to railway con- 
struction have, within twenty years, risen much more 
rapidly in France and Germany than with us ; and, 
what is a noteworthy feature of the phenomenon, 
while these particular industries are those in which the 
rise in wages has been greatest on the Continent, they 
are those in which it has been least in this country ; 
indeed, it appears from Mr. Brassey's tables that in 
some of those trades no sensible advance at all had 
been established in England up to 1869,* though I 
apprehend the case would be different if the figures 
were carried on to the present year. Both facts — 
the exceptional rapidity of the rise in engineering 
and other ancillary trades on the Continent, and 
the exceptional slowness of their advance here — are, 



♦ "Work and Wages," p. 157. It is pertinent to my purpose to 
observe that Mr. Brassey's tables commence with 1854— three years, 
that is to say, after the occurrence of the gold discoveries, and when that 
ascending movement in wages and prices which culminated in 1857 had 
abready made considerable progress. 
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I have no doubt, mainly due to the cause to which 
Mr. Brassey assigns them. ** The real explanation is 
to be found in the circumstance that, as the railway 
system was first established in this country, so we 
were the first in the field as locomotive engine 
builders" (p. 192); — that is to say, in the period 
between 1840 and '50 England had a practical 
monopoly of the engineering business of the world. 
*• The science of building locomotives was an occult 
science on the Continent;" and during the period of 
Continental apprenticeship which followed, the rates of 
|K\y in that calling would naturally be low. But as 
skill and knowledge were acquired with experience, a 
|H^riion of the world's demand was naturally trans- 
fcrnnl frv^m us to them. It necessarily followed that 
ot\jiinocring wages suffered abatement here just as 
thoy wore beginning to advance abroad, and the 
impulse then given has not yet spent itself. I may 
avUI lo Mr. Brassey 's explanation, that a succession of 
jiival wars on the Continent during the period under 
review must have brought into special and excep- 
tioiu\l n^^quisition the products of engineering skill ; 
atul ihis» I have no doubt, has also contributed to the 
ivsuU we an^^ ci-^nsidcring. It has thus happened, 
OvMUjunnc the Coi\tincnt with England, that the move- 
ment in wa>ji\s in the callings in question has been in 
opposite dire^ctions in relation to the general movement 
of priet^s. It has shot in advance there while here it 
has la^^jtnl behind. If, however, we have regard, not 
to jKirticular emi)loyments, but to the general progress 
i^f industry hert^ and abroad, I think it will be found 
that the evidence goes on the whole to support the 
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view which I had advanced. I rest this opinion 
chiefly on the general tenor of the reports from our 
agents in foreign countries, published in the early part 
of this year. Taking these reports as a whole, they 
seem to me to speak in that sense. But I think the 
same conclusion may be deduced from facts furnished 
by Mr. Brassey, though it would seem that his own 
opinion favours the opposite view. For example, I 
find it stated (pp. 18, 19) that ** inquiries in Spain 
and France, Belgium and Prussia, show that pro- 
visions in those countries are from 20 to 30 per cent, 
dearer than twenty years ago." Now, though I do 
not pretend to have gone of late minutely into the 
question, I will venture to assert that the advance in 
the prices of provisions in England during the same 
time has been very considerably greater than this. 
To take a few important items, I find that, comparing 
1 85 1 with the present year, the advance in the price 
of mutton has been 58 per cent. ; of beef, 68 
per cent.; of butter, 42 per cent.; of bacon, 60 
per cent* And I have little doubt that, omitting the 
article of flour (the movements in which since 1851 
have been substantially uniform over Western Europe), 
the less important articles of provisions, such as 
potatoes, poultry, cheese, fresh vegetables, &c., have 
experienced a rise little, if at all, short of that shown 
by these figures. Accepting then Mn Brassey 's state- 
ment as to the advance in the prices of this class 
of articles in the leading Continental countries, I am 
justified in saying that the rise has been considerably 
greater here than there. But this fact, duly weighed, 

* See Economist, Prices current for those years. 

C 
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will be found to go far to decide the whole question ; 
for, if we consider what the commodities are in which 
a serious deviation of local prices from the common 
standard is possible, we shall find that, with the ex- 
ception of houses, they consist mainly of provisions. 
Of dry goods and articles of general manufacture — of 
all commodities, in a word, not quickly perishable 
and easily portable — the prices in different European 
countries, allowance being made for the effect of tariffs, 
will, as a rule, not differ by more than the cost of 
carriage between the compared localities. A more 
rapid advance, therefore, in the price of provisions 
in England than on the Continent, means a more 
rapid advance of local prices here than there. And 
it means more than this. The great consumers of 
provisions are the masses, whose expenditure it is 
that must in the main determine for this class of goods 
the fluctuations of price. Where, therefore, the prices 
of provisions have in a given period advanced more 
rapidly in one country than in another, the reasonable 
inference is that the movement in prices has been 
preceded by a parallel or nearly parallel movement in 
wages. 

On no other hypothesis, so far as I can see, is the 
phenomenon explicable. I am inclined, therefore, not- 
withstanding the evidence Mr. Brassey has brought 
forward of a more rapid rise of wages in engineering 
and kindred trades abroad than with us, to abide by 
the view taken in the Essays. Comparing prices and 
wages here and on the Continent of Europe, and 
making allowance for disturbing causes, they appear, 
on the whole, to have progressed, under the influence 



INTROD.] THE GOLD QbESTION. 19 

of the increased supplies of money, much as I 
ventured to predict they would progress; that is 
to say, they have advanced more rapidly here than 
there. Such at least seems to me to be the tenor 
of the evidence down to the present time. 

With these remarks I now submit these specu- 
lations to the judgment of the reader. 



c 2 



I. 

ESSAY TOWARDS A SOLUTION OF THE 

GOLD QUESTION. 

THE AUSTRALIAN EPISODE* 

In the discussions which have taken place respecting 
the probable consequences of the Californian and 
Australian gold discoveries, there is a branch of the 
general question which has not yet received from 
economists that degi'ee of attention, to which from its 
scientific importance it seems to be entitled. I allude 
to the effects produced by those events in the countries 
which have been the scene of their occurrence. In 
the great world of commerce, the action of the new 
money for the most part escapes notice amid the 
variety and complexity of the phenomena in which 
it is involved. The area over which the increasing 
supplies have to act is immense, the extraneous inci- 
dents affecting the course of their diffusion are nume- 
rous, and the real tendency of the movement is thus 
in these cosmopolitan transactions not easily discover- 
able. But within the more limited sphere of the auri- 
ferous countries this is not the case. The gold 

* Frazer^s Magazinty September 1859. 
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discoveries have there been the predominant influence, 
and being less controlled by circumstances, the. real 
character of the new agencies and the results to which 
they are leading come distinctly and prominently into 
view. California and Australia, during the period 
of their auriferous history, furnish us with what 
Bacon would call "an ostensive or predominant in- 
stance " of the action of such agencies, showing their 
nature (to borrow his language) " naked and palpable, 
and even in its exaltation, or in the highest degree 
of its power — that is to say, emancipated or freed 
from impediments, or at least, by force of its native 
energy, dominating over these, suppressing and 
coercing them." * Hence, by studying the effects 
of the gold discoveries in these countries, we may 
gain a clearer and steadier view of the real nature 
of the causes which are at work than we are likely 
to obtain from the more extended and complicated 
transactions of general commerce. By tracing the 
events which are there presented, we may be guided 
to conclusions which (if the illustration be allowed) 
may serve as a sort of economic chart of the 
new monetary influences — a chart which, though it 
may be drawn upon an exaggerated scale, will all the 
more clearly indicate the true direction of the currents, 
and the ultimate goal whither they are bearing us. 

With this view, I propose in the following paper 
to examine the effects of the gold discoveries ii* 
Australia on its trade, industry, and pecuniary rela- 
tions. The course of events in California during its 
auriferous history has been extremely similar, and the 

♦ ** Novum Organon," Lib. ii. Aph. 24. 
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description of the movement in the former country will 
in its main features be found applicable to the latter. 

Regarded in its economic aspects, the discovery 
of gold in Australia may be thus briefly described : 
It was an occurrence by which a common labourer 
was enabled, by means of a simple process requiring 
for its performance little capital or skill, to obtain 
about a quarter of an ounce of gold — in value about 
£\ sterling — on an average in the day.* This is the 
fundamental fact from which the remarkable series of 
events which we have lately been contemplating took 
its rise, and to which the whole movement follow- 
ing upon the gold discoveries is ultimately traceable. 
The immediate effect was a general disorganization 
of industry throughout the Australian colonies. The 
ordinary pursuits of the place were for a time entirely 
suspended ; and the imaginations and hopes of the 
community outstripping even the marvellous realities 
of the case, the whole industrial population rushed 
as by a single impulse to the gold-fields. The gold 
fever, however, in this its first and full intensity, was 
not of long duration. Actual trial soon reduced the 
extravagant expectations raised by the first announce- 
ments to a more sober and correct appreciation of 
the true conditions of the discovery. Those who had 
overrated the gain, as well as those whose constitution 
and habits unfitted them for the toils and exposure 
of gold-digging, and who did not fall victims to their 
mistake, returned after a short trial to their former 
occupations. The extraordinary excitement subsided ; 

* "Correspondence relative to the late Discoveries of Gold in 
Australia." Presented to Parliament, February 1852. Pages 32, 51. 
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but in the meantime a change had taken place in the 
conditions of Australian industry, a new and vigorous 
branch of production had struck root, overshadowing 
all the old occupations of the country and entirely 
superseding many of them, and a new monetary 
regime had been inaugurated. 

The immediate result of the change was a general 
rise of money wages throughout the country. For- 
merly the wages of common labour in Australia had 
ranged from 3^. to 5^. a day. The same labour was 
now, by washing the auriferous sand, capable of 
producing gold worth 205. a day. It followed as a 
necessary consequence that, other things being equal, 
hired labourers would not work for less. Other things 
indeed were not equal. The toil of gold-digging was 
severe, its results were precarious, and the further the 
removal from the coast the higher was the price of 
provisions. All these circumstances influenced wages 
in different occupations and in different localities; 
but, making allowance for these, the standard of 
pecuniary remuneration in Australia was henceforth 
the rate of earnings on the gold-fields. 

During the two years immediately following the 
first discoveries, this standard continued at the high 
point above indicated — namely, about a quarter of 
an ounce of gold per man each day, equal to about 
£1 sterling; but towards the close of 1853 a great 
decline in the proceeds of gold-digging took place. 
The cream of the richest auriferous deposits had by 
this time been skimmed away ; and it was henceforth 
necessary to dig deeper for materials which, when 
reached, proved of inferior quality. The Commis- 
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sioners appointed in the following year to report on 
the gold-fields accordingly describe a great falling off at 
this time from the richness of the early returns ; * and 
although many new gold-fields have since been opened 
the high average standard of the early discoveries has 
not again been reached.! During the two years just 
passed (1857 and 1858), the rate of gold earnings per 
man has not exceeded on an average ten shillings 
a day — a decline of one-half from the early returns. 
On the whole, we may say that during the first and 
most productive period of gold-digging, the standard 
of money wages in Australia rose in rather more than 
a fourfold proportion as compared with the pre-gold 
times, and that during the last five years this pro- 
portion has been reduced by one-half; so that money 
wages in Australia are at the present time (1859) rather 
more than double those which formerly prevailed.^ 

But this rise in the pecuniary remuneration of the 
labourer involved further consequences. The Aus- 
tralian employer could not continue to pay quadruple 
or double rates to his workmen while the commodities 
which he sold remained at their former price. In 
order to the maintenance of his profit, it was neces- 
sary that the price of Australian productions should 
rise in proportion as wages had risen; and this 
result accordingly followed in due course. ^ 

* " Further Papers relative to the Discovery of Gold in Australia," 
Presented to Parliament, February 1856. Page 55. 

t Westgarth's "Victoria" (1857), p. 171. 

X Ibid. p. 150. [Since 1859 the rates, with occasional variations, have 
on the whole slightly declined, following the course of gold production 
(1872).] 

§ As to the connection between wages and prices when money is 
falling in value, sttpost^ pp. 58-60, and note * to latter. 
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The advance, however, in money wages and prices 
which these circumstances necessitated, though rapid, 
was not instantaneous.* For more than a year 
after the gold discoveries had occurred, it was held 
sensibly in check by the peculiar state of the local 
currencies. For there was at this time no mint in 
Australia; the increased requirements for coin could 
only be met by a transmission of bullion to London, 
there to be coined, and afterwards re-imported ; and 
this process required from six to eight months at the 
least for its accomplishment. Pending the arrival 
of the new coins, prices were not indeed prevented 
absolutely from rising ; for numerous expedients were 
in their absence freely resorted to for supplying the 
place of the ordinary currency ; t but nevertheless 
prices were, by the straitness of the circulation, kept 
very considerably under their natural level, as deter- 
mined by^ the cost of gold, — a fact which was suffi- 
ciently proved by a remarkable fall in the price of 
gold throughout the whole of this period.^ The 
arrival, however, of sovereigns in large quantities from 
England, in the winter of 185 2-5 3, quickly put an end 
to this exceptional state of the markets. The price 
of gold, and with it the prices of other things, rose 
to their natural level ; and pecuniary rates generally 
throughout the country were brought permanently 

* See the Table of Prices contained in Mr. Westgarth's " Address to 
the Melbourne Chambers of Council," given in the Appendix to his 
" Victoria, or Australia Felix.*' 1853. 

f Of which expedients the passing of the Bullion Act by the Govern- 
ment of South Australia was the most important. 

$X A fall from ;^3 17^. \o\d, per ounce, the London Mint price, to 6ay., 
5ar., and, it is stated, in some instances to 4ar. per ounce. See the 
Appendix to Westgarth's " Victoria, or Australia Felix." 1853. 
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into conformity with the new conditions of producing 
gold. 

But the advance in general prices, which was thus 
easily and rapidly effected within the limited area of 
the gold districts, could by no means be accomplished 
with the same facility amongst the great commercial 
populations of the world. The disturbance of indus- 
trial pursuits in the larger theatre, though resulting 
in an extensive emigration, was yet, in comparison 
with the general business of the world, inconsiderable, 
while the supply of gold required, in order to render 
possible a fall in its value over so large an area of 
transactions, was immense. The necessary condi- 
tions, therefore, to a rise in general prices not being 
susceptible of speedy fulfilment, money rates through- 
out the world at large did not, and could not, advance 
with the same rapidity with which they advanced in 
the gold countries. A divergence of local prices and 
rates in Australia from the general level of commer- 
cial countries has been the necessary consequence, — 
a divergence which has altered fundamentally her 
commercial position in relation to the rest of the 
world, and has been followed by a series of changes 
in her domestic industry and foreign trade which I 
shall now attempt to describe. 

The great staple industry of Australia has, from an 
early period in the history of the colony, been her 
cattle-farming ; the advantages which the country pos- 
sesses for this pursuit in her extensive open plains, 
covered with rich natural grass, being unsurpassed in 
any part of the world. The fruits of this industry 
are the usual pastoral products, of which butcher's meat, 
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wool, and tallow are the principal. Until the occur- 
rence of the remarkable events we are considering, 
the two latter of these constituted the leading com- 
modities of the foreign trade of the country. For the 
former — butcher's meat — as it was unfit for a distant 
traffic, she was compelled to trust for a market to the 
local population, which being extremely limited, the 
supply of meat was with difficulty disposed of, and 
the article was consequently often a drug in the 
colonial markets. The difficulty, however, thence 
arising to the pastoral interest, was met by the con- 
version of a large portion of their meat into tallow, 
and by the starting of an export trade in this com- 
modity. By this means the several branches of trade 
connected with pastoral farming in Australia were 
placed upon a sound foundation, and by the beginning 
of 1 85 1 they were in a highly flourishing condition. 
But in the summer of that year the gold discoveries 
occurred, and the consequences which have ensued 
in this leading department of her industry have been 
not a little remarkable. 

On the first outbreak of the gold mania in 1851, 
the pastoral interest was subjected to the same incon- 
venience which was felt by all other occupations in 
Australia. The minds of shepherds and shearers were 
not proof to the attractions which had acted so power- 
fully on workmen in every other walk of industry, and 
the " squatting " stations were for a time abandoned for 
the more enticing pursuits of the gold-fields. As the 
only means of obtaining the requisite supply of labour, 
the squatters were obliged to submit to the same 
advance in wages which at this time took place in all 
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Other occupations. But, as has been pointed out, a 
rise in money wages requires (if profits are to be 
maintained) a corresponding rise in the price of the 
commodities which the more highly-priced labour pro- 
duces. This necessary rise was effected without diffi- 
culty in articles produced in Australia for domestic 
consumption ; but the chief product of the pastoraj 
industry was wool, and the chief market for wool was 
E urope, in which a fourfold or a twofold rise in price — 
such a rise, that is to say, as would have indemnified 
the Australian farmer for the advance in his labour 
rates — was simply impossible, or at the least could 
only have been obtained by a curtailment of supply, 
which, as Europe had other resources for this material 
besides the Australian sheep farms, it was not in the 
power of Australia to effect. On the news, therefore, 
of the gold discoveries reaching this country, great 
alarm was felt for the stability of this trade. Mr. 
Lalor, in his work on " Money and Morals," strongly 
urged upon Government the duty of assisting the 
emigration of shepherds, with a view to supply the 
necessary labour. But supposing this were done, 
what security was there that the emigrating shep- 
herds would not follow their predecessors to the 
gold-fields ? In truth the wool trade was at this time 
in serious jeopardy. It has been saved from the 
danger that was impending through a circumstance 
which, in the first excitement of the movement, 
escaped the attention of observers — through the influ- 
ence, namely, which the same event that endangered 
the supply of wool has exercised on other branches 
of the industry to which wool belongs. The immense 
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immigration which followed the gold discoveries cre- 
ated a sudden demand for butcher's meat; a more 
than quadruple rise in the price of meat in Australia 
has been the consequence, — a rise which has covered 
the increased outlay on sheep-farming, thus providing 
the necessary inducement for the continuance of the 
supply of sheep, and therefore of wool. The wool 
trade of Australia has thus been preserved from 
extinction; but it is important to observe that it 
is now upon a different footing from that on which 
it formerly stood . Previous to the gold discoveries, 
while wool formed the leading product of pastoral 
industry, the. extension of sheep-farming depended 
principally on the extension of the demand, chiefly 
in Europe, for this article. But since that event, 
wool has, in the calculation of the farmer s profits, 
become subordinate to meat, which is now the 
great support and mainstay of his trade. The pro- 
grress of pastoral farming will therefore in future be 
governed, not by the requirements of Europe for wool, 
but by those of Australia for meat, — in other words, 
by the increase of the colonial population ; and as this 
cannot be expected to keep pace with the general 
demand for wool, a falling off in the rate of increase 
at which this branch of industry was formerly pro- 
gressing may accordingly be looked for; indeed, the 
decline has already become very apparent.* 

So far as to the pastoral industry of Australia. 
Let us now trace the influence of the gold discoveries 

♦ See Westgarth's " Victoria " ( 1 85 7), p. 1 1 8 ; and " Statistical Abstract 
of the United Kingdom" (1858), p. 17. [Since this was written, the trade 
in preserved meats has sprung up, and this will of course enlarge, and 
already has perceptibly enlarged, the limits of the wool production (1872).] 



30 THE A USTRALIAN EPISODE, [essay 

upon the occupation which, along with pastoral pur- 
suits, forms in general the principal resource of young 
communities — agriculture. 

If we are to accept the very high authority of 
Humboldt, the discovery of the Australian gold-fields 
should rather assist than hinder the progress of its 
agriculture. In his ** Political Essay upon the Kingdom 
of New Spain," that eminent writer thus observes : — 

" It cannot be doubted that, under improved social institu- 
tions, the countries which most abound with mineral produc- 
tions will be as well if not better cultivated than those in 
which no such productions are to be found. But the desire 
natural to man of simplifying the causes of eveiything has 
introduced into works on political economy a species of rea- 
soning which is perpetuated because it flatters the mental 
indolence of the multitude. The depopulation of Spanish 
America, the state of neglect in which the most fertile lands 
are found, and the want of manufacturing industry, are attri- 
buted to the metallic wealth, to the abundance of gold and 
silver ; as, according to the same logic, all the evils of Spain 
are attributed to the discovery of America, or the wander- 
ing race of the Merinos, or the religious intolerance of the 
clergy ! 

" We do not observe that agriculture is more neglected in 
Peru than in the province of Cumana or Gugana, in which, 
however, there are no mines worked. In Mexico the best 
cultivated fields, those which recall to the mind of the 
traveller the beautiful plains of France, are those which 
extend from Salamanca towards Silao, Guanaxuato, and 
the Villa de Leon, and which surround the richest mines of 
the known world. Wherever metallic seams have been dis- 
covered in the most uncultivated parts of the Cordilleras, 
on the isolated and desert table lands, the working of mines, 
far from impeding the cultivation of the soil, has been singu- 
larly favourable to it. Travelling along the ridge of the 
Andes, or the mountainous parts of Mexico, we everywhere 
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see the most striking examples of the beneficial influence 
of the mines on agriculture. Were it not for the establish- 
ments formed for the working of the mines, how many places 
would have remained desert ? how many districts uncultivated 
in the four intendancies of Guanaxuato, Zacatecas, San Luis 
Potosi, and Durango, between the parallels of 21** and 25°, 
where the most considerable metallic wealth of New Spain 
is to be found ? If the town is placed on the arid side or 
the crest of the Cordilleras, the new colonists can only draw 
from a distance the means of their subsistence and the main- 
tenance of the great number of cattle employed in drawing 
ofi" the water, and raising and amalgamating the mineral 
produce. Want soon wakens industry. The soil begins to 
be cultivated in the various ravines and declivities of the 
neighbouring mountains wherever the rock is covered with 
earth. Farms are established in the neighbourhood of the 
mine. The high price of provisions, from the competition 
of the purchasers, indemnifies the cultivator for the privations 
to which he is exposed from the hard life of the mountains. 
Thus from the hope of gain alone, and the motives of mutual 
interest, which are the most powerful bonds of society, and 
without any interference on the part of the Government in 
colonization, a mine, which at first appeared insulated in 
the midst of wild and desert mountains, becomes in a short 
time connected with the lands which have long been under 
cultivation." * 

It seems unquestionable that, in the manner de- 
scribed by Humboldt in the above passage, a dis- 
covery of the precious metals, by attracting people 
to a locality otherwise undesirable, or of which the 
other recommendations were previously unknown, may 
hasten the progress of agriculture over the earth, or 
may lead to the cultivation of districts which, but for 
such discoveries, might for ever have remained barren ; 

♦ Vol. ii. pp. 405-8 
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nor will anyone dispute the opinion of so competent a 
witness that the neglect of agriculture in some of the 
States of Spanish America was due in a large degree 
to defects in their social institutions; but, accepting 
thus far the opinion of Humboldt, I yet yenture to 
question the doctrine (for to this length does the 
passage I have quoted seem to go) that, speaking with 
reference to a country in which occupation has been 
effected and society established, the possession of mineral 
treasures is favourable, or can be otherwise than un- 
favourable, to the cultivation of the soil. It is one of 
the best established principles of economic science — 
the principle on which the whole theory of foreign 
trade is based — that the possession by a country of 
any extraordinary advantage in production operates, 
in proportion to the extent of the advantage, as a 
premium against all other industrial pursuits. And 
the grounds of the principle are sufficiently obvious ; 
for the possession of exceptional facilities in production 
makes it clearly the interest of the country which 
enjoys them to satisfy its wants for other things, rather 
through the medium of an exchange with other nations 
of the article to which such special facilities apply, 
than by the direct production of commodities in raising 
which the country has no special advantage. And 
this being the general principle which regulates foreign 
exchange, it is one which, from their portability and 
the universality of the demand for them, applies to 
the precious metals in an especial degree. I therefore 
find it impossible to believe that the mineral resources 
of the Spanish American States did not exercise on 
these countries an influence prejudicial to the progress 
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of their agriculture, and that these were not among 
the causes which contributed to that backward state of 
cultivation which Humboldt notices and describes. 

And this conclusion is entirely confirmed by the 
recent experience of Australia. It is not indeed 
contended that the discovery of mineral treasures in 
that country has not given an impulse to cultivation by 
hastening its general settlement, in the same manner 
as in the metalliferous districts of America. What 
I contend for is, that, the country being once occupied 
and settled, the presence of rich gold-fields must 
operate unfavourably upon its agriculture, or, to put 
the same point differently, that the area of cultivation, 
under the influence of this cause, will be confined 
within limits short of those which it would have 
attained, had the community reached the same stage of 
advance under different economic conditions ; and this, 
I think, is sufficiently proved by the recent history of 
Australia, — a history which exhibits the strange, and 
I believe unprecedented, spectacle of a country, pos- 
sessing an immense unoccupied territory, and a soil 
of more than average fertility, importing more than 
one-half its food.* 

I am quite aware, indeed, that other causes besides 
the gold discoveries are responsible for the past history 
of agriculture in Australia — more particularly a land 
system contrived with singular ingenuity to cramp and 
pervert the natural development of the country. But 
injurious in many respects as may have been, and may 
still be, the operation of this system, — amongst others, 
in excluding from the possession of land, and in fact 

♦ The Times (Melbourne Correspondent), February 3rd, 1858. 

D 
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driving from the colony, a class of small proprietors 

whom on social grounds it would be most desirable to 

retain, — it can scarcely be maintained that this is at 

present the principal cause of the failure of Australian 

agriculture, when we find that of the land which has 

been sold only a small portion has been brought under 

actual cultivation.* If the quantity offered in the 

market is insufficient for the agricultural wants of the 

country, this circumstance would only give an increased 

value for this purpose to the land which has been sold ; 

and yet the greater portion of this remains as yet 

untilled. It appears to me that this state of things 

can only be explained by reference to other causes than 

the restraints of the land system ; and what these 

causes are our former reasonings sufficiently indicate. 

Obviously they are to be found in the new money 

regime introduced by the gold discoveries. The high 

rate of wages thus established, being peculiar to the 

gold countries, places the Australian farmer, in common 

with other employers of Australian labour, under an 

exceptional disadvantage in competing in the markets 

of the world, and compels him, therefore, to confine 

cultivation to soils in which the superior richness of 

the natural agent compensates the cultivator for the 

high pecuniary charges with which he has to contend. 

It is thus that the gold-fields of Australia present a 

barrier to the development of its agricultural resources 

— a barrier which, after all the restrictions of the land 

system are removed, must continue to operate, and 

♦ VV^estgarth's " Victoria *' (1857), p. 81. Further Papers, &c., February 
1856, p. 33. Australian and Sew Zealand Gazette ^ December nth, 1858, 
p. 568. 
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which will probably for many years to come render 
its richest provinces a drain upon the subsistence of 
over-peopled Europe, instead of what under happier 
conditions they might become, — liberal contributors 
towards our already heavily-tasked resources. 

Against this reasoning it will perhaps be urged that 
agriculture has made considerable progress in Cali- 
fornia, which has already become, an exporter of food. 
This is true, and is a striking proof of the fact to 
which every traveller in that country has borne testi- 
mony, the extraordinary fertility of the Californian 
soils, — a fertility which enables agriculture to hold its 
own even against the competition of the gold mines. 
The fact, however, in no degree invalidates the prin- 
ciple above stated; it only proves that California 
enjoys over other countries an advantage in raising 
food, up to a certain point, as great as she enjoys in 
obtaining gold. 

The extension of agriculture in Australia has thus, 
though stimulated for the moment, suffered a real 
check from the gold discoveries ; and the same 
influence has been felt throughout every branch of 
industry in that country, gold mining alone excepted. 
The premium which has operated against sheep- 
farming and tillage has operated against all other 
industrial pursuits. Many districts in the northern 
portion of New South Wales are represented as 
favourable to the growth of cotton. "In Moreton 
Bay," says a colonial writer, ** the cotton- tree grows 
most luxuriantly, and appears more inclined to assume 
a perennial form than in even the most favoured 
districts of America. But," he adds, ** up to the 

D 2 



36 THE AUSTRALIAN EPISODE. [essay 

present time the cost [price] of cultivation has been 
found too high to make the business of cotton-growing 
profitable." Tin and antimony, we are told by another 
authority, abound in many parts of Victoria. Some 
of the richest tin ores in the Ovens districts have, 
it seems, been worked to some profit; but although 
antimony ore " appears to be unlimited in quantity," 
** the value in the home market [more properly the 
price of raising it in Australia] will not admit of its 
being touched as yet by the eager fingers of com- 
merce." * Such has been the effect on the industry 
of raw produce ; and in manufacturing industry the 
influence of the gold discoveries has been still more 
complete and sweeping, nothing in the nature of a 
manufactured product, even of the coarsest kind, being 
now made in the colony, which can by any possibility 
be imported.! 

As a proof of the soundness of our economic know- 
ledge, it is interesting to observe that all this has 
happened in strict conformity with the established 
principles of economic science. According to these 
principles, the exchange of commodities among differ- 
ent nations is regulated, not by the absolute, but by 
the comparative, cost of the commodities exchanged { — 
not by the circumstance that the commodity imported 

♦ Westgarth's "Victoria" (1857), pp. 1 12-13. 

f " We all wear imported boots and shoes," says the Tinted Corres- 
pondent, " and it is cheaper to buy new than to get the old mended." 

X See chapter on " Foreign Trade," Ricardo's Works, pp. 76-7 ; also 
Mill's "Principles of Political Economy,** Book III. chap. xvii. The 
reader must observe that by " cost " is meant the real difficulty involved 
in the production of a commodity, not the amount of money necessary to 
remunerate the labour by which this difficulty is overcome. The only 
commodity of which the cost was affected by the gold discoveries was 
gold ; but the price of producing everything was altered. 



I.] THE AUSTRALIAN EPISODE, 37 

from a foreign country may be produced with less 
labour in the country from which it is obtained than in 
the country which imports it, but by this, that it may 
be produced by comparatively less labour than some 
other commodity, which is also made the subject of 
exchange. Thus the essence of the gold discoveries, 
regarded economically, consisted, as has been said, in 
the reduction in the cost of raising gold which was 
thereby effected, — a reduction which, not being shared 
by other countries, involved a change in the com- 
parative costs of Australian and foreign productions. 
The consequence of this change has been a corre- 
sponding change in the character of her foreign trade, 
brought about, as we have seen, through an action on 
money wages. Thus Australia, instead of raising her 
own corn, as under ordinary circumstances she would 
do, imports the greater portion of it. If we ask why 
is this } we shall be told that the price of labour is 
there so high that she cannot afford to compete with 
foreign countries. This is true ; but why is the price 
of labour so high in Australia ? The answer is, 
because the cost of gold is so low ; the rate of money 
wages, as we have seen, always rising and falling as 
the facilities of producing gold increase or diminish.* 
The true explanation, therefore, of the importation of 
corn into a country possessing abundant resources for 

* Which shows, by the way, the absurdity of attempting to measure the 
cost of gold, as some writers have done (see Tooke's " History of Prices," 
vol. vi. p. 226), by ^'^ pecuniary outlay necessary to its production. The 
fact is that this (so far as gold is the money employed) scarcely ever 
varies ; the gold price of producing gold representing merely the ratio of 
the outlay to the return, or the rate of profit, so that if price be taken as 
the criterion of cosiy the cost of gold would never vary unless so far as the 
x^^ of profit varies. 
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agriculture is, that she possesses comparatively still 
greater resources for the production of gold ; so that 
she finds it profitable to obtain her corn rather through 
the medium of her cheap gold, than by its direct 
production. And the same explanation applies to 
every circumstance of her recent trade : e.g., previous 
to the gold discoveries Australia produced her own 
cheese and butter; she now largely imports these 
articles.* To what is this change due ? The pastures 
of New South Wales and Victoria offer unusual 
facilities for dairy-farming, and these facilities have not 
deteriorated since 1851 : the cost of butter now is the 
same as then ; f and yet, with these resources at her 
disposal, Australia draws her chief supplies of butter 
from Ireland, — an old and densely peopled country. 
The explanation of this singular commerce is that 
which has just been given. The natural facilities 
possessed by Australia for raising butter, superior 
though they are to those which we in this country 
possess, are yet not so much superior as her facilities 
of raising gold are superior to our means of command- 
ing it. It therefore manifestly becomes her interest to 
turn her capital and labour to gold-mining, rather than 
to dairy- farming, and to satisfy h^r requirements for 
butter through the medium of that commodity in which 
her advantage is pre-eminent By following this 
course she enjoys the same, or nearly the same, advan- 
tage over other countries, in obtaining her butter, 

♦ The sum paid by the colony of Victoria alone to Great Britain on 
this account in the last year reached the large amount of j^8oo,ooo. — 
Australian and New Zealand Gazette, 

f The reader will bear in mind the distinction between the cost and the 
price of production. See ante, p. 36, note t. 
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which she enjoys in obtaining her gold, and, strange as 
it may seem, secures this commodity at less cost — at 
a smaller sacrifice of ease and leisure — than its pro- 
duction exacts from the Irish farmer who raises it.* 

The importance of thus conceiving the commercial 
effects of the gold discoveries is, that it enables us at 
once to perceive the precise nature and bounds of the 
advantage which Australia and California reap from 
their gold-fields. By means of them they are enabled 
to obtain their gold at rather less than one- half the 
sacrifice formerly necessary ; and, therefore, unless so 
far as the purchasing power of the metal has since 
declined, they can, through the medium of it, obtain all 
their other commodities on terms proportionally easier. 
We have seen that, as regards domestic productions, 
these have all risen in price in the same proportion as 
gold has fallen in cost, whence it follows that, so far as 
this portion of their consumption is concerned, the gold 
countries derive no advantage from their cheap gold. 
They obtain in return for a given sacrifice, twice as 
much gold as formerly, but they also pay twice as 
much for every domestic production. With their 
foreign trade, however, it is otherwise. Prices through- 
out the world have not risen in the same degree as the 
cost of gold has been reduced ; and consequently upon 
this portion of their dealings Australia and California 
are gainers, — gainers directly in proportion to the 
reduced cost of their gold, modified by the rise, so far 
as it has taken place, in foreign prices. A given 
exertion of labour enables them to command, not only 

♦ A possibility which was foreseen and pointed out by Ricardo. See 
his Works, p. ^^, 
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more gold, but more of every other thing which 
foreign countries can supply. It is thus exclusively in 
the foreign branch of their trade that the advantage of 
their cheap gold resides : it is only in so far as they part 
with their money that they derive from it any benefit ; 
and yet, so completely in Political Economy is the 
ostensible at variance with the real, and so inveterate, 
consequently, are the prejudices of mere experience, 
that the cry of * Protection * has been heard even in 
Victoria. It might, perhaps, shake the Victorian pro- 
tectionist's faith in his doctrine, if he would reflect 
that his most effectual protection against the foreigner 
would be the exhaustion of his own gold-fields. 

Such have been the results of the discovery of gold 
on the industry, trade, and general interests of Aus- 
tralia. Let us now observe the light which these 
conclusions throw on the more general questions con- 
nected with this occurrence. And, in the first place, as 
to the extent of the prospective depreciation. We 
have seen that, in the disturbance in the value of gold, 
or, what comes to the same thing, in the gold prices of 
commodities, which followed the discoveries, there was 
a point about which the fluctuations moved, and be- 
yond which the advance or decline did not permanently 
pass. Prices were in the first instance forced upwards 
through an increased demand for commodities ; the 
increase of demand led to an increase of supply, and 
this to a reaction in prices towards their former level. 
In the case of imported commodities this reaction was 
carried to the full extent of the previous rise, but in 
domestic products the decline was arrested at a higher 
point, the further fall being prevented by the check 
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given to production through the high rate of money 
wages. The natural level of Australian prices, and 
therefore the value of gold in Australia, was thus 
determined by the rate of wages measured in gold, 
and this, as we have seen, was regulated by average 
earnings on the gold-fields. The rate of gold earn- 
ings, or, as this is in technical language expressed, '* the 
cost of gold," is therefore the circumstance which, in 
the final resort, regulates the value of the metal, and 
sets the limit beyond which depreciation cannot per- 
manently pass. Now we have seen that in Australia 
, gold wages have, in consequence of the gold dis- 
coveries, risen in rather more than a twofold pro- 
portion ; and since, whether gold is raised from mines 
or imported in exchange for commodities, gold wages, 
or the return to labour in gold, will always represent 
the cost of the metal,* it follows that the cost of gold 
has been reduced in Australia by the gold discoveries 
to the extent of about fifty per cent. Fifty per 
cent, therefore, — equivalent to a twofold advance in 
prices,— gives the maximum beyond which (on the 
supposition that no more productive mines are dis- 
covered) the general value of gold cannot permanently 
fall. Further, it has appeared that, although a reduc- 
tion in the cost of gold tends to cause a corresponding 
fall in its value, the actual realization of this result 
depends upon the possibility of so enlarging the cir- 
culation as to render this fall possible. Thus we have 
seen that the price of gold in Australia fell, pending 
the enlargement of the currency, by the importation of 
sovereigns from England, which is, in other words, to 

♦ Sec on this point Senior's Essay " On the Cost of obtaining Money." 
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say that the value of the currency was, during this 
period, maintained above its natural cost level. This 
severance of value from cost was indeed in Australia 
of brief continuance, because, the local circulation 
being small, it required but a short time to double, 
quadruple, or otherwise augment it as the occasion 
might render necessary. But throughout the world at 
large, the process of augmentation, owing to the vast 
dimensions of its currencies, is one necessarily of slow 
accomplishment, and, pending its fulfilment, the value 
of gold is of necessity maintained above the level 
prescribed by its cost. It is this which at present 
sustains the value of gold in the general markets of 
commerce, notwithstanding the. cheapening of its pro- 
duction effected Jby the gold discoveries. Whether 
that value will ever be lowered in the same proportion, 
whether gold will ever fall throughout the world at 
large as it has fallen in Australia and California, 
depends upon whether the conditions which have 
lowered its value in them can be generally satisfied — 
that is to say, depends upon whether the increased 
supply which such a fall would render necessary can be 
obtained at the present cost. Into the further discussion 
of this question I do not now enter,* the object of this 
paper being to point out the principal issues which the 
general problem involves, not to attempt their solution. 
But from the facts which have been stated, we are 
justified in concluding that, so long as the present 
want of conformity between the cost and the value of 
gold continues, so long a constant premium will exist 

♦ The reader will find some remarks on this aspect of the question in 
the Fourth Essay, /^j/, p. 109 et seq. 
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on its production, and so long our supply of gold 
will continue to increase. 

But, secondly, let us consider what light our con- 
clusions respecting the gold countries throw upon 
a question which has been much discussed, — I mean 
the effect of this movement on the real wealth, the 
substantial well-being, of the world. That the gold 
discoveries have added to the real wealth of the 
inhabitants of Australia and California is indeed 
exceedingly apparent ; but what has been their effect 
upon the interests of other nations ? Has the cheap- 
ness of Australian or Californian gold added equally 
to the effectiveness of their industry, and extended 
their command over the comforts and enjoyments of 
life ? The answer of some writers to this question 
has been very strongly in the affirmative ; but, with 
the light derived from the previous discussion, we may 
perhaps see grounds for arriving at a different con- 
clusion. We have seen that the gain of Australia and 
California from their gold-fields is confined to that 
portion of their trade which they carry on with foreign 
countries ; that it is only in so far as they part with 
their gold that they derive from it any benefit. Now 
the world, as a whole, has no foreign trade ; it has 
no means of exchanging for the productions of other 
planets the gold which it produces ; from which it 
seems to follow that, regarded as a single community, 
the world is incapable of realizing those conditions on 
which the benefit to be derived from cheap money 
depends. The conclusion to which this considera- 
tion points is, that the operation of the new 
gold will be confined to causing a new distribution of 
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real wealth in the world without affecting its aggre- 
gate amount ; and that, consequently, the gain of 
the gold countries must be reaped at the expense of 
other nations. 

This conclusion is no doubt much at variance with 
prevailing notions, and with the deep-seated prejudices 
of the " mercantile system ; " and will not, therefore, 
be easily admitted. Nevertheless, if we reflect on the 
character of the commerce which has arisen out of 
these discoveries, we may see reason for accepting its 
truth. The trade between the gold countries and the 
rest of the world is one in which consumable commo- 
dities on one side are exchanged against money, or 
the materials of money, on the other. A large portion 
of the industry of the world is, through the medium 
of this trade, employed in ministering to the real wants 
— the appetites, tastes, and other human needs — of 
Australia and California. Let us inquire what is the 
want to which these countries minister in return. It 
will be said to the want of more gold — the want of an 
enlarged circulating medium. True ; but what is the 
foundation of this want ? and in what way does its 
satisfaction promote human happiness } Human in- 
dustry is not rendered more efficient, nor human hap- 
piness more full, by the use of two coins instead of 
one. Why, therefore, may not the business of produc- 
tion and exchange be carried on upon the former terms } 
I apprehend that the correct answer to this question 
is that gold— the great medium of exchange and uni- 
versal equivalent — having been cheapened in Australia 
and California, these countries of necessity possess an 
exceptional advantage in their commercial dealings 
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with the rest of the world, until the gold prices of 
commodities in other countries are proportionally raised, 
and that to effect this object — to raise the prices of 
their productions in proportion to the diminished cost 
of gold— the quantity of their gold circulation must 
be increased. The nations of the world have thus by 
the gold discoveries been placed under the necessity 
of enlarging their currencies ; and this can only be 
accomplished by parting with their productions in ex- 
change for the required supply. Hence the character 
of the traffic which we are now witnessing, — a trafific 
in which consumable goods are exchanged for money, 
and real for nominal wealth. It is therefore no natural 
want to which this one-sided trade is subservient, no 
desire, the satisfaction of which adds an iota to human 
enjoyment : it is merely an artificial requirement, a 
disagreeable and unprofitable necessity, originating in 
the gold discoveries, and satisfied at the expense of 
commercial nations. 

I am aware indeed that there are writers who regard 
gold not simply as a convenient medium for the ex- 
change of commodities independently produced, but 
as in itself a source of productive energy, as "the 
motive power of all industry and commerce," * and 
who accordingly consider "an addition to the quan- 
tity of money to be the same thing as an addition to 
the fixed capital of a country"! — 21s equivalent in its 
effects upon industry to " improved harbours, roads, 
and manufactories." } According to such views the 
influence of the gold discoveries must be universally 

♦ Seyd*s " California and its Resources," p. 5. 

f Tooke's " History of Prices,'* vol. vi. p. 46. % Ibid. 
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beneficial, — beneficial, not merely in relation to the 
countries which produce the cheap money, but in a 
still more eminent degree in relation to those which 
permanently retain it. But in spite of the plausibilities 
of the mercantile theory, common sense, no less than 
economic science, will continue to ask how the world 
is enriched by parting with its real wealth ? — how the 
well-being of Europe and Asia is promoted by parting 
with the materials of well-being, receiving in return 
not materials of well-being, not augmented supplies of 
wool and tallow, corn and provisions, not those com- 
modities which new countries are specially fitted to 
produce, and of which old countries are pressingly in 
need, but what ? — increased supplies of the precious 
metals, a more cumbrous medium of exchange ! 

So singular and abnormal indeed has been the 
course of industrial affairs hitherto in the gold coun- 
tries, — so strange has been the spectacle of a country 
abounding in resources which she dares not touch, and 
drawing from other countries commodities which she is 
specially fitted to produce, — that it has not failed to 
attract the attention of thoughtful observers, and to 
suggest the pertinent inquiry, how long is this state of 
things to continue ? Is the development of the great 
and varied resources of Australia and California to be 
perpetually subordinated, if not indefinitely postponed, 
to the single pursuit of gold-mining ? Are the other 
nations of the world destined to continue for ever 
labouring in the service of the gold countries, for no 
other than the barren reward of an addition to their 
circulation ? These questions have been frequently put, 
but I am not aware that they have as yet been satis- 
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factorily answered. The writers who have started them 
have indeed, correctly enough, connected the present 
condition of Australian industry with the high price of 
labour in that country, but they do not seem to perceive 
very clearly upon what the maintenance of this high 
price of labour depends. It is commonly spoken of 
as resulting from the scarcity of workmen, and the 
inference appears to be made that it will gradually 
disappear as population increases ; but this mode of 
reasoning arises from confounding the temporary with 
the permanent causes which regulate wages, India 
is a less densely peopled country than Great Britain, 
but the rate of wages in India is many times less than 
the rate of wages in Great Britain. The fact is, the 
average rate of money wages in a country is regulated, 
not by the movements of population, but by the causes 
which determine for it the cost of its money.* In the 
gold countries, as we have seen, these causes are the 
productiveness of industry in raising gold : and, there- 
fore, so long as the present productiveness of the 
gold-fields is maintained, the rate of money wages in 
Australia and California cannot fall permanently below 
its present level. How long this rate of productive- 
ness is likely to last, is a question the discussion of 
which would carry me entirely beyond the necessary 
limits of this paper; but on the supposition of its 
being maintained, we can have no difficulty in dis- 
covering the condition on which the industrial deve- 
lopment of the gold countries depends. 

That condition is briefly this — that prices throughout 
the world should rise in proportion as the cost of gold 

♦ See Senior's Essay " On the Cost of obtaining Money. ^ 
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in the gold countries has fallen. So long as the present 
pecuniary rates of the gold countries are exceptional, 
so long Australian and Californian producers of other 
commodities than gold will labour under a disadvantage 
in their competition with gold miners ; and so long the 
non-monetary exports of those countries will be limited 
to that small class of commodities, in which their 
advantage over other countries is as great as it is in 
their command of gold. But with the advance of gold- 
prices in foreign markets, this class of commodities will 
be extended. With the fall in the value of money, it 
will become less profitable to raise and export money; 
with the rise in the price of other things, it will become 
more profitable to raise and export them ; and a larger 
share of the whole labour and capital of the country 
will consequently be turned to the latter purposes. 
We may illustrate the principle by an actual case. 
For several years subsequent to the gold discoveries 
timber was largely imported into Australia from the 
Baltic ; and I perceive that it is still upon the list of 
her imports. But during all this time there have been 
within a few miles of the localities where this Baltic 
timber has been used, extensive forests of gum-trees, 
inviting the axe of the pioneer, capable of affoi'ding 
timber perfectly suited to the purposes for which tim- 
ber in the mining districts is principally required. 
Indeed this gum-tree timber has been freely employed 
where it could be obtained close to the spot where it 
was wanted, but rather than go fifty miles to cut it, the 
Australian workman prefers to import it from the other 
side of the globe. The explanation of this conduct is 
the low comparative cost of Australian gold. A day's 
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labour employed in crushing quartz or in digging 
auriferous clay, enables the Australian to obtain more 
timber than the same labour employed in felling trees. 
Every rise in prices, however, in foreign markets, will 
diminish the cost of gold to the foreigner, and thus 
lessen the comparative advantage of gold digging : 
the domestic production will gradually gain upon the 
foreign trade, and the area over which timber-cutting is 
profitable will be extended. This process has already 
taken place to some extent, partly through the rise in 
the cost of gold, with the exhaustion of some of the 
richer deposits, partly through the advance in the price 
of timber in foreign markets ; and it will doubtless 
continue. It is obvious that the same principle will 
operate equally in the case of every commodity which 
the gold countries are capable of producing. With 
every rise in gold prices throughout the world, gold 
will become a less profitable remittance ; other com- 
modities will become more profitable ; and this will 
continue, until either prices throughout the world 
rise in proportion to the reduction in the cost of gold 
— that is to say, to double their present amount — 
or until through the exhaustion of the present 
gold-fields, gold can no longer be produced at its 
present cost* 

It will not be till one or other of these contingencies 
happens, that the industrial development of the gold 
countries can be fully accomplished, or that the world 
can derive from their commerce that contribution to its 
real well-being and happiness, which their great and 
varied resources render them so competent to yield. 

♦ See Postscript, p. 50. 
E 
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POSTSCRIPT. 

The history of the Australian trade since this essay 
was written furnishes so striking an illustration of the 
views put forward in this paragraph, that perhaps I 
may be pardoned for referring to it. During the whole 
of this time, the double process referred to — the gra- 
dual exhaustion of the richer gold-fields, and the simul- 
taneous rise in prices throughout the world external to 
the gold countries— has been in operation; and every 
step in the movement has witnessed some new deve- 
lopment of Australian industry. Thus, while between 
1856* and 1870 the production of gold in Victoria had 
fallen from 1 1 ,943,000/. to 6, 1 1 9,000/., or to a little more 
than one-half of its former amount, the non-monetary 
exports of the colony had increased from 3,546,000/. 
in 1856 to 6,351,000/ in 1870; the increase taking 
place chiefly in wool, tallow, and preserved meats. 
But the effect of the double process of failing gold 
mines and rising prices in foreign countries has been 
felt, up to the present, far less in increasing the number 
and the amount of exports than in curtailing those of 
imports, and in developing domestic production. The 
foreign trade of Victoria presents the singular and 
almost unique spectacle of a steady decline in its 
amount over a period marked by an extraordinarily 
rapid growth of population and general wealth. I 
have no returns of the population of that colony for 
1856 (the date at which the commercial statistics begin), 

♦ I coTiimence with 1856, this being the first year of the publication 
of " The Statistical Abstract for the Colonies," from the last number of 
which (1872) the figures in the text are taken. 
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but it was probably between 300,00x5 and 400,000 ; 
in 1 86 1, it was 541,000, and in 1870, 729,000; in 
other words the population must have nearly doubled 
itself in these sixteen years; the general prosperity 
of the country during the same time being almost un- 
exampled. But the noteworthy circumstance is, that 
while the country was thus prospering, its external 
trade was undergoing constant contraction, falling 
from a total of 15,489,000/. in 1856, to 12,470,000/. 
in 1870. The fact, I may mention in passing, shows 
how little the foreign trade of a country, as measured 
by its exports and imports, furnishes a correct criterion 
of its industrial progress or growth in real wealth. The 
explanation of the phenomenon is that which I have 
given in the foregoing essay : with every decline in the 
productiveness of the mines, and with every advance 
in foreign prices, the gain on importation decreased and 
home production became relatively more profitable. 
The result has been that, from being a large importer 
of breadstuffs, butter, beer, boots and shoes, pro- 
visions, spirits, &c., Victoria has either discontinued 
altogether or greatly curtailed her importation of all 
these commodities, which she now produces from her 
own internal resources. Is this course of development 
for the advantage of Victoria ? Plainly, I think, if we 
have regard to her general interests, social and political 
as well as pecuniary, we must answer in the affirmative ; 
though, as economists, we must also recognize that, 
looking at the question from a purely material stand- 
point, this affirmation cannot be made good ; since it 
is certainly a fact that the diminishing returns of her 
gold-mines have deprived her of that command of 

E 2 



52 THE AUSTRALIAN EPISODE. [essay i. 

foreign markets which she formerly possessed ; while 
the resort to her own fields of production in lieu of 
foreign markets, being as it is a dernier ressort, cannot 
but indicate a diminishing productiveness of her 
general industry. But whatever may be the interests 
of Victoria herself in this matter, as regards the 
interests of other countries the case is clear. Had 
her gold-mines continued as rich and productive as 
they were during the first few years following the 
discoveries, and had gold prices through the world 
remained at the then level, Victoria would have con- 
tinued to export gold in quantities ever increasing as 
her population and capital increased, for which the 
world would have had to pay in the commodities of 
real wealth. In return for the products of their labour 
in the form of the conveniences and comforts of life, 
foreign countries would have gained an addition to 
their circulation. Instead of this, their industry is 
now being gradually relieved from this task of adding 
to their currencies, while the returns on their trade, 
no longer consisting of barren metal, take the form of 
increasing supplies of wool, tallow, and meat. 



II. 

ESSAY TOWARDS A SOLUTION OF THE 

GOLD QUESTION.* 

THE COURSE OF DEPRECIATION, 

No one, I think, who has attended to the discussions 
occasioned by the recent gold discoveries, can have 
failed to observe, on the part of a large number of 
those who engage in them, a strange unwillingness to 
recognize, amongst the inevitable consequences of those 
events, a fall in the value of money. I say, a strange 
unwillingness, because we do not find similar doubts 
to exist in any corresponding case. With respect to 
all other commodities, it is not denied that whatever 
facilitates production promotes cheapness — that less 
will be given for objects when they can be attained 
with less trouble and sacrifice ; it is not denied, e.g., 
that the steam-engine, the spinning-jenny, and the 
mule have lowered the value of our manufactures ; 
that railways and steamships have lessened the 
expense of travelling : or that the superior agricultural 
resources of foreign countries, made available through 
free-trade, keep down the price of our agricultural 

♦ Read before the British Association, September 1858. 
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products. It is only in the case of the precious 
metals that it is supposed that a diminution of cost 
has no tendency to lower value, and that, however 
rapidly supply may be increased, a given quantity 
will continue to command the same quantity of other 
things as before. 

Amongst persons unacquainted with economic 
science, the prevalence of this opinion is doubtless 
principally due to those ambiguities of language, and 
consequent confusion of ideas, with which our mone- 
tary phraseology unfortunately abounds, many of which 
tend to encourage the notion of some peculiar and 
constant stability in the value of the precious metals. 
Thus, the expression " a fixed price of gold '* has led 
some people to imagine that the possibility of a 
depreciation of this metal is precluded by our Mint 
regulations. The double sense, again, of the phrase, 
" value of money," has countenanced the same error ; 
for people, perceiving the rate of interest (which is the 
measure of the value of money in one sense of the 
phrase) remaining high, while the supply of gold was 
rapidly increasing — perceiving money still scarce ac- 
cording to this criterion, notwithstanding the increase 
in its production — have asked whether this did not 
afford a presumption that its value would be per- 
manently preserved from depreciation ; a bank rate of 
discount at 6, 8, or lo per cent., as they remarked, 
affording small indication of money becoming too 
abundant. 

It appears to me, however, that misconceptions 
respecting the influence of an increased supply of gold 
upon its value and upon general prices are by no means 
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confined to the class who could be misled by such 
fallacies, but that even among economists (at least 
among economists in this country) we may observe the 
same indisposition to believe in an actual and pro- 
gressive depreciation of this metal. It is not indeed 
denied — at least, I presume it is not denied — by any- 
one pretending to economic knowledge, that the 
enlarged production of gold now taking place has a 
tendency to lower its value ; but it seems to be very 
generally supposed that the same cause — the increased 
gold production — has the effect, through its influence 
on trade, of calling into operation so many tendencies 
of a contrary nature, that, on the whole, the depre- 
ciation must proceed with extreme slowness, the 
results being dispersed over a period so great as to 
take from them any practical importance, and that, at 
all events, up to the present time no sensible effect 
upon prices proceeding from this cause has become 
perceptible. 

The existence of this opinion amongst economists 
is, I apprehend, to be attributed in some degree to 
the circumstance that so few have taken the pains to 
compare the actual prices of the present time with 
those of the period previous to the gold discoveries, 
but much more to the fact, that the character of the 
new agency and the mode of its operation are not in 
general correctly conceived. I believe the most general 
opinion with reference to the action of an increased 
supply of money upon its value is, that it is uniform — 
takes place, that is to say, in the same degree in 
relation to all commodities and services, and that 
therefore prices, so far as they are influenced by an 
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increase of money, must exhibit a uniform advance ; * 
and, no such uniformity being observed in the actual 
movements of prices, the inference has not unnaturally 
been drawn, that such enhancement as has taken 
place is not due to this cause ; that it is not money 
which has fallen, but commodities which have risen 
in value. 

Now I am quite prepared to admit that an increase 
of money tends ultimately, where the conditions of 
production remain in other respects the same, to affect 
the prices of all commodities and services in an equal 
degree ; but before this result is attained a period of 
time, longer or shorter according to the amount of the 
augmentation and the general circumstances of com- 
merce, must elapse. In the present instance the addi- 
tions which are being made to the monetary systems 
of the world are upon an enormous scale, and the dis- 
turbance effected in the relation of prices is propor- 
tionally great. Under such circumstances it is very 
possible that the inequalities resulting may not find 
their correction throughout the whole period of pro- 
gressive depreciation ; a period which, even with our 
present facilities of production and distribution, may 
easily extend over some thirty or forty years. During 
this transitionary term the action of the new gold on 
prices will not be uniform, but partial. Certain classes 

* " In relation to the influence of the gold discoveries on the prices of 
agricultural produce, it is plain that it could be only the same upon them 
as upon those of any other class of commodities. If it has caused a rise 
of 20 per cent, in their favour^ it must have caused a rise of 20 per cent* 
in everything else^ — Times, City article, August 6, 1852. And the same 
assumption, either expressed or implied, runs through most of the reason- 
ing which I have seen on this question. 
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of commodities and services will be affected much 
more powerfully than others. Prices generally will 
rise, but with unequal steps. Nevertheless there will 
be in these apparent irregularities nothing either 
capricious or abnormal. The movement will be 
governed throughout its course by economic laws; 
and it is the purpose of the present inquiry to 
ascertain the nature of these laws and the mode 
of their operation. 

The process by which an increased production of 
gold operates in depreciating the value of the metal 
and raising general prices appears to be twofold : 
it acts, first, directly through the medium of an 
enlarged money demand, and, secondly, indirectly 
through a contraction of supply.* 

When an increased amount of money comes into 
existence, there is, of course, an increased expenditure 
on the part of those^ into whose possession it comes, 
the immediate effect of which is to raise the prices of 
all commodities which fall under its influence. It is 
obvious, however, that the advance in price which thus 
occurs will be, in its full extent, temporary only ; since 
it is immediately followed by an extension of pro- 
duction to meet the increased demand, and this must 
again lead to a fall in price. Some writers who have 
treated this question, observing this effect, have some- 
what hastily concluded that under the operation of this 

♦ According to Mr. Newmarch (" History of Prices," vol. vi. pp. 224-25) 
the depreciation of money niay occur by a process which is neither of 
these, when money operates upon prices neither through demand nor yet 
through supply, but "by reason of augmented quantity.' I must confess 
myself wholly unable to conceive the process here indicated. 
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principle the level of prices would never permanently 
be altered, since, as they have urged, each addition to 
the circulating medium, forming the basis of a corre- 
sponding increase of demand, gives a corresponding 
impetus to production ; every increase of money thus 
calls into existence an equivalent augmentation in the 
quantity of things to be circulated ; and the proportion 
between the two not being ultimately disturbed, prices, 
it may be presumed, will return to their original level.* 
The least reflection, however, will show that this 
doctrine has been suggested by a very superficial view 
of the phenomena. 

For — not to press the obvious redtutio ad absurdum 
to which this argument is liable — how is this extension 
of production to be carried out ? In the last resort 
it is only possible through a more extended employ- 
ment of labour. But, when once all the hands in a 
community are employed, the effect of a further 
competition for labour can only be to raise wages ; 
and, wages once being generally raised, it is plain 
(supposing all other things to remain the same) that 
profits can only be maintained by a corresponding 
elevation of prices. When, therefore, the influence 

* [It may be worth while to preserve a specimen of the sort of Political 
Economy that was talked and written on this subject some fifteen years 
ago. A leading article in the Examiner (December 13, 1856) contains 
the following : — " The additional supply of the precious metals has stimu- 
lated the industry of the world, and in fact produced an amount of wealth 
in representing which they have been themselves, as it were, absorbed." 
. . . . "But the produce of the Australian and Californian gold, as well 
as that of silver which has accompanied it, is likely to go on ; and it may 
be asked if this must not in course of time produce depreciation. We 
think it certainly is not likely to do so ; .... on the contrary, it will 
surely be absorbed by increasing wealth and population as fast as it is 
produced."] 



II.] THE COURSE OF DEPRECIATION. 59 

of the new money has once reached wages, it is 
evident that there will be no motive to continue 
production to that point which would bring prices 
to their former level, and that consequently an ele- 
vation of price must, at this stage of the proceeding, 
be permanently established. 

So far as regards articles which fall directly under 
the action of the new money. With respect to those 
which do not happen to come within the range of 
the new demand, price is, I conceive, in their case 
raised by an indirect action of the new money in 
curtailing supply. 

We have seen that the effect of the efforts to 
extend production in the directions indicated by 
the new expenditure must be to raise wages; but 
it is plainly impossible that wages should continue to 
advance in any of the principal departments of in- 
dustry without affecting their rates in the rest ; whence 
it will happen that, under the operation of the new 
monetary influence, some departments of industry will 
experience a rise of wages before any advance takes 
place in the prices of the commodities produced by 
the labourers whose wages have risen. It is evident 
that in all departments of industry which may be thus 
affected — in which prices will not have shared the 
advance which has affected wages — profits will fall 
below the general average ; the effect of which must 
be to discourage production until, by a contraction in 
the supply of the articles thus furnished, the price 
shall be raised up to that point which will place the 
producers on the same footing of advantage as those 
in other walks of industry. 
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An increased supply of money thus tends, by one 
mode of its operation, to raise prices in advance 
of wages, and thus to stimulate production ; by 
another, to raise wages in advance of prices, and 
thus to check it; in both, however, to raise wages, 
and thus ultimately to render necessary, in order 
to the maintenance of profits, a general and perma- 
nent elevation of price.^ 

This being the process by which increased supplies 
of money operate in raising prices, in order to ascer- 
tain the laws of their advance we must attend, first, 
to the direction of the new expenditure; secondly, 
to the facilities for extending the supply of different 
kinds of commodities ; and, thirdly, to the facilities 
for contracting it. 

With regard to the first point — the direction of the 
new expenditure — this will naturally be determined 
by the habits and tastes of the persons into whose 
possession the new money comes. These persons 
are the inhabitants of the gold countries, and, after 
them, those in other countries who can best supply 
their wants. Speaking broadly, we may say that 
the persons who will chiefly benefit by the gold 

* It must not be supposed that this is inconsistent with the funda- 
mental doctrine maintained by Ricardo, that " high wages do not make 
high prices." That doctrine assumes the value of money to be constant. 
Ricardo was quite aware of the exception to the general principle, and 
points it out in the following passage : — 

" Money, being a variable commodity, the rise of money- wages will be 
frequently occasioned by a fall in the value of money. A rise of wages 
from this cause will, indeed, be invariably accompanied by a rise in the 
price of commodities ; but in such cases it will be found that labour and 
all commodities have not varied in regard to each other, and that the 
variation has been confined to money." — Ricardo*s Works (Second 
Edition), p. 31.' 
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discoveries belong to the middle and lower ranks 
of society ; in a large degree to the lowest rank, the 
class of Hinskilled labourers. The direction of the 
new expenditure will consequently be that indicated 
by the habits and tastes of these classes, and the 
commodities which will be most affected by it will 
be those which fall most largely within their con- 
sumption. 

With respect, secondly, to facilities for extending 
supply, these will be found to depend principally 
upon two circumstances : first, on the extent to which 
machinery is employed in production; and, secondly, 
on the degree in which the process of production 
is independent of natural agencies which require time 
for accomplishing their ends. The distinction marked 
by these two conditions, it will be found, corresponds 
pretty accurately with two other distinctions — with 
the distinction, namely, between raw and manufac- 
tured products ; and, amongst raw products, with that 
between those derived from the animal and those 
derived from the vegetable kingdom. An article of 
finished manufacture, in the production of which 
machinery bears a principal part, and which is inde- 
pendent, or nearly so, of natural processes, may after 
a short notice be rapidly multiplied to meet any prob- 
able extension of demand. An article of raw produce, 
being in a less degree under the dominion of machinery, 
and depending more upon natural processes which 
require time for their accomplishment, cannot be 
increased with the same facility ; and production will 
consequently, in this case, be comparatively slow in 
overtaking an extension of demand. But of raw 
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products, those derived from the animal are still less 
under the dominion of machinery than those derived 
from the vegetable kingdom, and still more dependent 
on the slow processes of nature, and, consequently, 
production must in their case be still more tardy in 
overtaking demand. Supposing, then, the extension 
of demand to be in all three cases the same, the imme- 
diate rise of price will, cceteris paribus, be in all the 
same ; but in the case of articles of finished manu- 
facture, this rise will be quickly corrected by the 
facilities available for increased production, while in 
raw vegetable products the correction will take place 
more slowly, and in raw animal products more 
slowly still.* 

But, thirdly, I said that the progress of prices under 

♦ The following passage occurs in the " History of Prices," vol. vi. 
p. 170: — "The groups of commodities which exhibit the most important 
instances of a rise of price are the raw materials most extensively used 
in manufactures, and the production of which does not admit of rapid 
extension ; and, second, the groups of commodities in which there is little, 
if any, rise of price in 1857, as compared with 185 1, are articles of colonial 
and tropical produce, the supply of which drawn from a variety of sources 
does admit of being considerably and expeditiously enlarged." The fact 
of the rise of price in raw materials is here admitted, though, in ascribing 
that rise, as by implication the passage does, to the paucity of the sources 
of supply, the explanation is, as I conceive, erroneous. The sources, e.g,, 
from which tea and sugar are drawn are not more various than, nor 
indeed so various as, those from which beef and mutton, butter and 
provisions, timber, tallow, and leather are drawn ; yet all these latter 
articles have very considerably advanced in price. Again, amongst 
colonial and tropical produce Mr. Newmarch includes rum and tobacco, 
and he might also have included cotton ; yet these articles, though 
falling within the class which he says admits of being expeditiously enlarged, 
and which therefore, according to his theory, should not have risen in 
price, have in fact risen in a very marked manner. It appears to me that 
these phenomena can only be understood by reference to the principle 
which I have endeavoured to explain further on — namely, the efficacy of 
the currency of different countries in determining local prices. 
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the influence of the gold supplies would be governed 
by the facility with which supply can be contracted. 
Everyone who has practical experience of manu- 
facturing operations is aware that, when capital has 
once been embarked in any branch of production, 
it cannot at once be removed to a different one the 
moment the needs of society may require a change ; 
whence it happens that, on any sudden change taking 
place in the direction of a nation's expenditure, or 
when from miscalculation production has been extended 
beyond existing wants, producers frequently choose 
to continue their business at diminished profits, or 
even at a positive loss, rather than incur still greater 
damage by suffering their capital to lie idle, or by 
attempting to transfer it suddenly into some new 
branch of production. The supply of a commodity is 
not therefore always, or generally, at once contracted 
on the demand for it falling off, or on its production 
becoming less profitable, and, where this is so, it is 
evident that prices must at times continue depressed 
below the normal level ; the duration of the depression 
depending on the length of time required to effect 
a transference of the unproductive capital to some 
more lucrative investment Now the difficulty of 
accomplishing this will generally be in direct pro- 
portion to the amount of fixed capital employed ; and 
the principal form in which fixed capital exists is that 
of machinery. It is, therefore, in articles in the pro- 
duction of which machinery is extensively employed — 
that is to say, in the more highly finished manu- 
factures — that the contraction of supply will be most 
difficult ; and this, it will be observed, is also the kind 
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of commodities for extending the supply of which 
the facilities are greatest While, therefore, manu- 
factured articles can never be very long in advance 
of the general movement of prices, they may, of all 
commodities, be the longest in arrear of it. 

The operation of this principle will be shown chiefly 
in that class of articles which feels the effect of the new 
gold only through its indirect action — that is to say, 
through its action upon wages. With respect to such 
articles there is no extension of demand, and the price 
consequently can only be raised through a contraction 
of supply. It is evident that of all commodities this 
is the class in which the rise of price must proceed 
most slowly* 

From the foregoing considerations, then, I arrive 
at the following general conclusions : — 

First. — That the commodities, the price of which 
may be expected first to rise under the influence of the 
new money, are those which fall most extensively 
within the consumption of the productive classes, but 
more particularly within the consumption of the 
labouring and artisan section of these. 

Secondly. — That of such commodities, that portion 
which consists of finished manufactures, though their 
price may in the first instance be rapidly raised, cannot 
continue long in advance of the general movement, 
owing to the facilities available for rapidly extending 
the supply ; whereas, should the production, from over- 
estimation of the increasing requirements, be once 
carried to excess, their prices, in consequence of 
the difficulty of contracting supply, may be kept for 
some considerable time below the normal level. 
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Thirdly, — That such raw products as fall within 
the consumption of the classes indicated, not being 
susceptible of the same rapid extension as manu- 
factures, may continue for some time in advance of 
the general movement, and that, among raw products, 
the effects will be more marked in those derived 
from the animal than in those derived from the vege- 
table kingdom. 

Fourthly. — That the commodities last to feel the 
effects of the new money, and which may be expected 
to rise most slowly under its influence, are those articles 
of finished manufacture which do not happen to fall 
within the range of the new expenditure ; such articles 
being affected only by its indirect action, and this action 
being in their case obstructed by impediments to the 
contraction of supply. 

This is one class of laws by which I conceive the 
ascending movement in prices will be governed ; and 
up to this point I have the satisfaction of finding my 
conclusions very fully corroborated by the independent 
investigations of a French economist, M. Levasseur, 
who, in some articles lately contributed by him to the 
yournal des Economistes, has, by an entirely different 
line of investigation from that which I have followed — 
namely, by generalizing on the statistics of prices in 
France during the period of 1847 to 1856 — arrived at 
conclusions in the main points identical with those 
which I have now advanced.* 

There is, however, another principle to which I 
venture to call attention, which has not, so far as I 
know, been noticed by any of the economists who have 

♦ See Appendix, for a summary of M. Levasseur's conclusions. 
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treated this question, but which, it appears to me, must 
exercise a powerful influence on the course of the 
movement. The principle to which I refer is that 
efficacy which resides in the currency of each country, 
into which any portion of the new money may be 
received, for determining the effect of this infusion on 
the range of local prices. 

It is evident that the quantity of metallic money 
necessary to support any required advance of prices 
throughout a given range of business will vary with 
the character of the currency into which it is received ; 
that the quantity required will be greater in proportion 
as the metallic element of the currency is greater ; and, 
on the other hand, less in proportion as the credit 
element prevails. If the currency of a country be 
purely metallic, a given addition of coin will increase 
the aggregate medium of exchange in that country only 
by the same amount ; if, on the other hand, the currency 
consist largely of credit contrivances, each addition 
to its coin becomes the basis of a new superstructure 
of credit in the form of bank-notes and credits, bills of 
exchange, cheques, &c., and the aggregate circulation 
is increased not simply by the amount of the added 
coin, but by the extent of the new fabric of credit of 
which this coin is made the foundation. Applying 
this principle to the different countries of the world, it 
follows that a given addition to the metallic stock of 
Great Britain or the United States, in whose monetary 
systems credit is very efficacious, will cause a greater 
expansion of the total circulation, and therefore will 
support a greater advance in general prices, than the 
same addition to the currency of countries like France, 
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in which credit is less active ; and that, again, the 
effect in countries like France will be greater than in 
countries like India or China, in which the currencies 
are almost purely metallic, and. where credit is com- 
paratively little used. 

Now, this being so, if we consider further that the 
countries which receive in the first instance the largest 
share of the new money — namely, England and the 
United States — are also those in which from the 
character of their currencies a given amount of coin 
will produce the greatest effect ; and, on the other 
hand, that Asiatic communities, in which from the 
weakness of the credit element the currencies are least 
expansible, receive but a small portion of their share 
of the new money direct from the gold countries ; * 
being compelled to wait for the remainder till it has 
flowed through the principal markets of Europe and 
America, affecting prices in its transit ; — if, I say, we 
consider these facts in connection with the principle 
to which I have adverted, I think we must recognize 
in that principle — in the influence of the currency of 

♦ [From statistics recently furnished by the Economist^ I learn that the 
facts have not been as I here assumed, at least since 1858 (the date from 
which full returns of specie imports have been published by the Board 
of Trade) ; and it is probable I was mistaken in my supposition with 
regard to what had occurred before that time. Since 1858, of 90,000,000/. 
of gold received and retained by India and the East, some 49,000,000/., 
more than a half of the whole, appear to have gone there directly from 
Australia, the remainder only having come through Europe. This error 
as to matter of fact will, no doubt, affect to some extent the conclu- 
sion contended for. The causes tending to a divergence of European 
from Asiatic prices have not been, it seems, as powerful as I had sup- 
posed; and, in point of fact, this feature in the movement has been 
less marked than I sketched it ; but for this, other causes besides that 
noticed here have been responsible (1872). See Introductory Chapter, 
p. 12.] 

F 2 
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each country on the range of its local prices — ^an 
agency which must modify in no small degree the 
general character of the movement which is now in 
progress. 

In speaking of the influence of the currency of a 
country on the range of its local prices, I should 
explain that I use the words " local prices " in a some- 
what restricted sense — namely, with reference to the 
locality in which commodities are produced, not to that 
in which they are sold, their price in the latter place 
being always determined by their price in the former. 
Thus, when I speak of Australian, English, or Indian 
prices, I shall be understood to mean the prices of their 
several products in Australia, England, or India. 

Understanding the words, then, in this sense, let us 
see how far local prices are likely to be affected by the 
cause to which I have adverted. 

In the first place, then, let it be observed that a very 
remarkable divergence of local prices from the range 
previously obtaining in the international scale has 
already taken place.* The prices of all articles pro- 
duced in Australia and California are at present on 
an average from two to three times higher than those 
which prevailed previous to the gold discoveries ; these 
rates have now been maintained for several years, and 
are likely to continue : but, while this advance has taken 
place in the gold countries, in no part of the world 
external to those regions have prices advanced by so 
much as one-third. The possibility of a divergence of 
local prices is thus, as a matter of fact, established ; 
and the explanation of the phenomenon I take to be 

♦ See ante J pp. 24, 25. 
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this. The sudden cheapening of gold in Australia 
and California quickly led, through the action of com- 
petition amongst the different departments of industry, 
to a corresponding advance in the prices of everything 
produced in those countries ; this advance being in their 
case possible, because, from the limited extent of the 
transactions, the local circulation was quickly raised 
to the point sufficient to sustain a double or triple 
elevation ; but it was impossible that the currencies of 
all countries should be expanded in the same pro- 
portions in the same time ; and, consequently, prices in 
other countries have not risen with the same rapidity. 
The cause, therefore, of this divergence of local prices 
— the circumstance which keeps general prices in 
arrear of that elevation which they have attained in 
Australia and California — is the difficulty of expanding 
the currencies of the world to those dimensions which 
such an advance would require. This expansion, how- 
ever, is being gradually effected by the process we 
are now witnessing, — the increased production of the 
precious metals, and their diffusion throughout the 
world. But, as I have said, the diffusion is not 
uniform over the various currencies, nor are the 
currencies receiving the new supplies of uniform 
susceptibility ; and the inequalities are such as to 
aggravate each other; the currencies which are the 
most sensitive to an increase of the precious metals 
receiving in the first instance nearly the whole of the 
new gold ; while the least sensitive currencies are the 
last to receive their share. And these, it appears to 
me, are grounds for expecting amongst other countries 
further examples of that phenomenon of local diyer- 
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gence, of which one has already been afforded by the 
gold countries. 

To judge, however, of the extent to which such local 
variations of price can be carried, we must advert to 
the corrective influences which the play of international 
dealings calls into action ; and these appear to me to 
resolve themselves into the two following : — namely, 
first, the corrective which is supplied by the competition 
of different nations, producers of the same commodities, 
in neutral markets ; and, secondly, that which exists 
in the reciprocal demand of the different commercial 
countries for each others productions. 

The first form of the corrective is obviously the 
most powerful, and must, so far as its operation 
extends, at once impose a check upon any serious 
divergence. Thus it is evident that prices in Eng- 
land and the United States could not proceed very 
much in advance of prices on the continent of Europe, 
since the certain effect of such an occurrence would 
be to send consumers from the dearer to the cheaper 
markets, and thus to divert the tide of gold from 
the currencies of England and America to the cur- 
rencies of France, Germany, and other continental 
states, — a process which would be continued until 
prices were restored to nearly the same relative level 
as before. But it is only amongst nations which are 
competitors in the same description of commodities 
that this equalizing process comes into operation : as 
between countries like England and America on the 
one hand, and India and China on the other — in'which 
the climate, soil, and general physical conditions differ 
widely, in which consequently the sts^ple industries 
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are different, and whose productions do not, therefore, 
come into competition in the markets of the world — 
this corrective influence would be felt slightly or not at 
all. The only check which could be counted on in 
this case would be that far weaker one which is fur- 
nished by the action of reciprocal demand in inter- 
•national dealings. Thus, supposing prices to rise more 
rapidly in England than in India, this must lead, on 
the one hand, to an increased expenditure in England 
on Indian commodities, and, on the other, to a dimin- 
ished expenditure in India on English commodities, 
with this result — a steady efflux of the precious metals 
from the former to the latter country. Such an efflux, 
as commercial men are well aware, has long been a 
normal phenomenon in our Eastern trade, but it has 
lately assumed dimensions which constitute it a new 
fact needing a special explanation. I believe that ex- 
planation is to be found in the circumstances to which 
I am calling attention. 

English and American prices, and with them money 
incomes in England and America, have, under the 
action of the new gold, been advancing more rapidly 
than prices and incomes in Oriental countries; and the 
result has been a change in the relative indebtedness of 
those two parts of the world, leading to a transfer to 
the creditor country of corresponding amounts of that 
material which forms the universal equivalent of com- 
merce. It is true, indeed, that other causes have also 
contributed to this result, and in particular I may men- 
tion the failure of the silk crop in Europe, which has 
lai^ely thrown us upon China, as a means of supple- 
menting our deficient supplies. But the main cause 
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of the phenomenon in its present proportions is, I 
conceive, to be found, not in any such mere temporary 
disturbances, but in the natural overflowing (consequent 
upon the increase of the precious metals) of the redun- 
dant currencies of Europe and America into the more 
absorbent and impassive systems of Asia,* This, then, 
I say, is the only substantial corrective afforded to the 
advance of prices in Europe and America beyond 
their former and normal level in relation to prices in 
the East ; and the question is, will this corrective be 
sufficient to neutralize the tendency to a divergence ? 
Will the flow of the precious metals from West to East 
suffice to keep prices in England and America within 
the range prescribed by the inelastic metallic systems 
of Asia ? I do not conceive that the corrective will 
be adequate to this end, and I rest this conclusion 
upon the facts and principles which I have stated — the 
vast proportion of the whole gold production which 
finds its way in the first instance into the markets of 
England and America, the comparatively small portion 
which goes direct to the markets of Asia,t the highly 
elastic and expansible currencies of the former coun- 

♦ Accordingly we find that the drain which, during the revulsion of 
trade following on the commercial crisis of 1857, had for a while ceased, 
has, with the revival of trade, recommenced. As a proof how little mere 
practical sagacity is to be trusted in a question of this kind, it may be 
worth while to mention that, only three months since, mercantile writers 
were confidently predicting the turning of the tide of silver from the East 
to England. The following is from a circular of Messrs. EUisen & Co., 
quoted in the Tinted City article, July 28th, 1858, apparently with the 
editor's approval ; — " The time is rapidly approaching when silver will 
also be shipped from here (China) to England.'* So far from this being 
the case, the drain to the East has again set in, and gives every indication 
of assuming its former dimensions. Every mail to India during the 
present month (November 1858) has taken out large amounts of silver. 

f See atttc^ p. 67, note *. * 
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tries, and the extremely impassive and inexpansible 
currencies of the latter. 

We find, therefore, two sets of laws by which the 
progress of prices, or (which comes to the same thing) 
the depreciation of gold under the action of an in- 
creased supply, is regulated : first, those which I 
explained in the earlier portion of this paper, which 
depend chiefly on the facility with which the supply 
of commodities can be adjusted to such changes in 
demand as the new money expenditure may occasion ; 
and, secondly, those which result from the action 
of the new money on the currencies into which it is 
received. According to the former principle, the rise 
in price follows the nature of the commodity affected ; 
thus it will in general be greater in animal than in 
vegetable productions — in raw produce than in finished 
manufactures. According to the latter principle, the 
advance follows the economic conditions of the locality 
in which the commodity is produced. Thus the rise 
in price has been most rapid in commodities produced 
in the gold countries ; having .in these at a single 
bound reached its utmost limit — the limit set by the 
cost of procuring gold. After commodities produced 
in the gold regions, the advance I conceive will pro- 
ceed most rapidly in the productions of England and 
the United States ; after these, at no great interval, 
in the productions of the continent of Europe, while 
the commodities the last to feel the effects of the 
new money, and which will advance most slowly 
under its influence, are the productions of India 
and China, and, I may add, of tropical countries 
generally, so far as these share, as regards their 



74 THE COURSE OF DEPRECIATION, [essay 

economic conditions, the general character of the 
former countries. 

Such appear to be the general principles according 
to which a depreciation of the precious metals, under 
the action of an increased supply, tends to establish 
itself. With a view to ascertain how far, in the 
progress of prices up to the present time (1858), any 
trace of their operation can be discerned, I have drawn 
up some statistical tables;* and, although from the 
imperfect nature of the materials which I have been 
able to collect, I cannot claim for the result a complete 
verification of the theoretic conclusions which I have 
ventured to advance, I think they are such as to 
justify me in placing some confidence in the general 
soundness of those views. Before, however, stating 
the results of the tables, two or three remarks must 
be premised. 

First, I would crave attention to this fact, that the 
present time [1858] is one singularly free from dis- 
turbing influences, and that such as do exist are of a 
kind rather to conceal than to exaggerate the effects 
of depreciation. Thus, we have had three harvests 
in succession, of, I believe, more than average pro- 
ductiveness (the last year of deficiency being 1855); 
and this cause of abundance has been assisted by free 
trade,' which has opened our ports to the produce of all 
quarters of the world. Again, although in the period 
under review we have passed through a European 
war, yet we have now enjoyed two years and a half 
of peace, during which, I think, the economic influences 
of the war may be taken to have exhausted themselves. 

♦ h ee Appendix. 
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It is true, indeed, that we have an Indian revolt still 
on hands, besides having but just concluded some 
hostile operations in China. But these disturbances 
have not been of a kind to interfere seriously with the 
general course of trade, except in some few Oriental 
commodities in which their effects are slightly 
apparent. 

But what renders the present time peculiarly impor- 
tant as a point of comparison with former periods, 
is its being in immediate sequence to a severe com- 
mercial crisis. The effect of the crisis of last winter 
has been effectually to eliminate one great disturbing 
element from those causes to which a rise of price 
might be attributed — the element of credit Trade is 
now suffering depression in almost all its branches ; 
and prices, after a period of undue inflation, have, 
through an ordeal of bankruptcy, been brought to the 
test of real value. In the fluctuations of commerce 
we have reached the lowest point of the wave ; what- 
ever, therefore, be the range of prices at the present 
time, we may at least be sure that no commercial 
convulsion is likely to lower it. 

We have further to remember that in an age like 
the present, in which science and its applications to the 
arts are in all civilized countries making rapid strides, 
there exists in most articles of general consumption 
(but more particularly in the more finished manu- 
factures) a constant tendency to a decline of price, 
through the employment of more efficient machinery 
and improved processes of production. Now, taking 
all these circumstances together, — the propitiousness 
of the seasons, the action of free-trade, the absence 
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of war, the contraction of credit, and the general 
tendency to a reduction of cost proceeding from 
the progress of knowledge, — it appears to me that, 
were there no other cause in operation, we should 
have reason to look for a very considerable fall of 
prices at the present time, as compared with (say) eight 
or ten years ago. Prices, however, as the following 
tables will show, have not fallen ; they have on the 
contrary very decidedly risen, and the advance has 
moreover, as the same tables will also show, on the 
whole proceeded in conformity with the principles 
which I have in this paper endeavoured to establish. 
And this is my ground for asserting that the depre- 
ciation of our standard money is already, under the 
action of the new gold, an accomplished fact. 



III. 

ESSAY TOWARDS A SOLUTION OF THE 

GOLD QUESTION. 

INTERNATIONAL RESULTS* 

In a former essay t it was attempted, from a review 
of the industrial history of Australia since the late 
discovery of gold, to make some general deductions 
respecting the character of that event, and of its 
influence upon national interests. Among other con- 
clusions it was maintained that the tendency of the 
gold discoveries, or, to speak with more precision, the 
tendency of the increased production of gold, was 
rather to alter the distribution of real wealth in the 
world than to increase its amount ; the benefit derived 
by some countries and classes from the event being 
for the most part obtained at the expense of others. 
It was shown, for example, that the gain to Australia 
and California from their gold-fields accrued to them 
exclusively through their foreign trade — their cheap 
gold enabling them to command on easier terms than 
formerly all foreign productions ; while, on the other 
hand, the only result to foreign nations of the traffic 

♦ Fraser^s Magazine^ January i86a 
t Essay I. of this Serii^s. 



78 INTERNATIONAL RESULTS. [essa^ 

thence arising was an increase in their stock of money 
— a result rendered necessary indeed by the new 
conditions of* raising gold introduced by the gold 
discoveries, but in itself destitute of any real utility. 
It was shown, in short, that, as regards commercial 
nations, the effect of the gold discoveries was to place 
them under the necessity of enlarging their currencies, 
compelling them to pay for the requisite increase by 
an increased export of th^r productions. 

To this conclusion I was led by direct inference 
from the facts presented in the gold countries. In the 
present paper it is proposed to follow up the inquiry, 
with a view to a more particular ascertainment of the 
consequences formerly described ; the object being to 
discover in what manner the loss arising from the gold 
movement is likely to be distributed among com- 
mercial nations, and how far this loss may in particular 
cases be neutralized or compensated by other influ- 
ences which the same movement may develop. 

In the discussions which have hitherto taken place 
upon this question, the inquiry into the consequences 
of the gold discoveries has been confined almost ex- 
clusively to that aspect of the event in which it is 
regarded as affecting fixed contracts through a depre- 
ciation of the monetary standard.* As soon as the 
probability of depreciation is settled, and the effects of 

* See Stirling's " Gold Discoveries and their probable Consequences ; " 
Chevalier "On the probable Fall in the Value of Gold ; " Levasseur's 
contributions to the Journal des ^conomistes, 1858 ; M*Culloch's article 
* Precious Metals,' in the " Encyclopaedia Britannica." In all these, 
and in many other minor productions on the same subject, almost the 
only consequences of the gold discoveries which are taken account of 
are those which occur in fixed contracts through a depreciation of the 
standard. 
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this upon the different classes of society, according as 
they happen to be debtors or creditors under fixed 
contracts, explained, the subject for the most part is 
considered as exhausted. I venture, however, to think 
that this mode of treatment is very far from exhaust- 
ing the question. It seems to me that, independently 
altogether of the existence of fixed contracts, inde- 
pendently even of gold being a^ standard of value, 
the increased production" of this metal which is now 
taking place will be attended — indeed has already been 
attended — with very important results. Let us observe 
for a moment the movement which is now in progress. 
Australia and California have during the last eight 
or ten years sent into general circulation some two 
hundred millions sterling of gold. Of this vast sum 
portions have penetrated to the most remote quarters 
of the world ; but the bulk of it has been received 
into the currencies of Europe and the United States, 
from which it has largely displaced the silver formerly 
circulating; the latter metal, as it has become free, 
flowing off into Asia, where it is permanently absorbed. 
Viewing the effect as it occurs in the mass of the 
two metals combined, it may be said that the stream 
which rises in the gold regions of Australia and Cali- 
fornia flows through the currencies of the United 
States and Europe, and, after saturating the trade of 
these countries, finally loses itself in the hoards of 
China and Hindostan. The tide which comes to 
light in the sands and rocks of the auriferous regions, 
disappears in the accumulations of the East. In 
conjunction, however, with this movement there has 
been a counter one. W^ith every advance in the 
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metallic tide, a. stream of commodities has set in 
in the opposite direction along the same course, — 
a stream which, issuing from the ports of Europe, 
America, and Asia, and depositing as it proceeds a 
portion of the wealth with which it is charged, finds 
its termination in the markets of the gold countries. 
Here, then, we find a vast disturbance in the con- 
ditions of national wealth,— a disturbance originating 
in the gold discoveries, and resulting in a transfer, 
on an enormous scale, of consumable goods — the 
means of well-being — from one side of the globe to 
the other. This disturbance, it is evident, is entirely 
independent of the accident that gold happens to be 
in some countries a standard of value, as well as of 
the existence of fixed money-contracts ; for it includes 
within the range of its influence countries in which 
gold is not, no less than those in which it is, the 
monetary standard ; and it affects alike persons 
whose bargains are made from day to day, and those 
who engage in contracts extending over centuries. 
The fact is, the movement in question is the result, 
not of gold's being a standard of value, but of its 
being a source of purchasing power ; and the influence 
of the gold discoveries having been hitherto regarded 
almost exclusively with reference to the former func- 
tion, the vast effects which they are producing through 
the action of the latter — that is to say, by altering the 
distribution of purchasing power in the world — have 
been almost wholly overlooked. It has indeed been 
perceived that a great influx of the precious metals 
is taking place, accompanied with certain conse- 
quences on the trade of the world ; but so far 
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as I know, beyond some general phrases respecting 
the stimulus given to production by an increase of 
money, and the great development of commerce which 
it is causing, no attempt has yet been made to state 
the principles by which the movement is governed, 
or the effects which may flow from it. It is to these 
questions, then, that I would now solicit the reader's 
attention, and towards their solution the following 
remarks are offered as a contribution. 

Those who have followed the course of this con- 
troversy are aware that, by most persons who have 
taken part in it, it has been assumed, almost as an 
axiom, that no depreciation of gold in consequence of 
the gold discoveries has, up to the present time, taken 
place.* As a matter of fact, however, we know that 
the gold prices of all commodities produced in Aus- 
tralia and California have risen in at least a twofold 
proportion ; t while we have seen that (so long as the 
conditions of producing gold remain as at present) this 
rise must be permanent. To express the same thing 
differently : — in the purchase of every commodity 
raised in the gold countries two sovereigns are now 
required, and (the above conditions being fulfilled) 
will continue to be required, where one was formerly 
sufficient ; and if this does not amount to a fall in the 

♦ The principal exceptions to this statement are M. Levasseur (who, in 
an article in the yournal des iconomistes, March 1858, estimates the 
rise of prices in France since 1847 at 20 per cent, on all commodities), 
and Dr. Soetbeer of Hamburg, who, in his table of prices given in his 
" Contributions to the Statistics of Prices in Hamburg," arrives at a 
similar result (see Appendix). Many other writers, indeed, acknowledge 
that prices have risen, but the rise is always attributed to causes distinc 
from the increased production of gold. 

t See antfy p. 24. 
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value of gold, I must confess myself unable to under- 
stand the meaning of that expression. It is not to be 
supposed that so remarkable a fact as this should have 
escaped the attention of those who have written on 
this question : it seems to me rather that the ignoring 
of it in the discussion is to be attributed to a want of 
definite ideas respecting value in the precious metals, 
as well as respecting the mode in which changes in 
their value are accomplished. The language which is 
commonly used on the subject would seem to imply 
that gold and silver possess throughout the world a 
uniform value, and that all changes therein proceed in 
a uniform manner, showing themselves at the same 
time in all countries, and in respect to all commodities. 
But nothing can be further from the truth than such a 
notion. Gold and silver, like all other things which 
are the subjects of international exchange, possess local 
values ; * and it is by a succession of operations on the 
local values of gold of an unequal and fluctuating 
character, that its depreciation is being effected, and 
that (the conditions of production remaining as at 
present) its value will continue to decline. The two- 
fold rise of prices in the gold countries forms the first 
step in this progress ; and it will be through a series 
of similar partial advances in other countries, and not 
by any general movement, that the depreciation of the 
metal throughout the world will be accomplished, if 
that consummation is indeed to take place. With the 
question of depreciation, however, I am at present no 

^ See on the subject of the local values of the precious metals, 
Ricardo's "Works," pp. 77—86, and Mill's "Principles of Political 
Economy/* Book iii., chaps, xix. and xxi. 
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further concerned than may be necessary to show the 
bearing of these changes in the local values of gold 
upon the movements of trade, and, through these, upon 
national interests. 

There is no need here to resort to argument to 
prove that a general rise or a general fall of prices, 
provided it be simultaneous and uniform, can be 
attended — always excluding the case of fixed incomes 
and contracts already entered into — with no important 
consequences either to nations or to individuals. It is 
evident that such a change would merely alter the 
terms in which transactions are carried on, not the 
transactions themselves. But when the rise or fall of 
prices is not general — in other words, when the change 
in the values of the precious metals is merely local— it 
will be seen that important consequences must result. 
Supposing, e,g,, the prices of all commodities produced 
in England to be doubled, while prices throughout the 
rest of the world remained unchanged, it is evident 
that half the commodities exported from England 
would, under these circumstances, be sufficient to dis- 
charge our foreign debts. With half the capital and 
labour now employed in producing goods for the 
foreign markets, we should attain the same result as 
at present — the procuring of our imports; while the 
remaining half would be set free to be applied to other 
purposes — to the further augmentation of our wealth 
and well-being. England would, therefore, in the case 
we have supposed, be benefited in all her foreign 
dealings to the full extent of the rise in price. On the 
other hand, foreign countries would, in exchange for 
the commodities which they send us, receive in i^etum 

G 2 
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of our commodities but half their present supply. 
Their labour and capital would go but half as far as 
at present in commanding our productions, and they 
would be losers in proportion. It is evident, therefore, 
that while nations have not, any more than individuals, 
any interest in the positive height which prices may 
attain, every nation, as well as every individual trader, 
is interested in raising, in relation to others^ the price 
of its own productions. The lower the local value, 
therefore, of the precious metals in any country, the 
greater will be the advantage to that country in 
foreign markets. 

This being the manner in which nations are inter- 
ested in changes in the value of gold, Idt us now 
observe the effect which the gold discoveries are pro- 
ducing in this respect. As has been already stated, 
the local value of gold in Australia and California has 
fallen to one- half, — the prices of their productions 
having risen in a twofold proportion ; * and prices in 
other parts of the world having undergone no corre- 
sponding change, these countries realize the position 
which we have just been considering in our hypo- 
thetical case. A given quantity of their capital and 
labour goes twice as far as formerly in commanding 
foreign productions, while a given quantity of foreign 
labour and capital goes only one-half as far in com- 

♦ This statement is not given as strictly accurate. On the whole, the 
advance of local prices in the gold countries is at present (1859) consi- 
derably more than this, some leading articles, as house-rent, meat, &c., 
having risen in a fourfold proportion and upwards. I adopt the pro- 
portion of two to one, because money wages have risen in about this 
ratio, and money wages, under a depreciation of the precious metals, 
ultimately govern money prices. 
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manding theirs. The world has thus, through the 
gold discoveries, been placed in its dealings with 
California and Australia at a commercial disadvantage ; 
and from this disadvantage it can only escape (always 
supposing the present conditions of producing gold to 
continue) by raising the prices of its productions in a 
corresponding degree. Every country, therefore, is 
interested in raising as rapidly as possible the prices 
of its productions, — in other words, in the most rapid 
possible depreciation in the local value of its gold.* 
The sooner this is effected, th6 sooner will the country 
be restored to its natural commercial footing in relation 
to Australia and California ; while in relation to coun- 
tries where prices do not rise with the same rapidity, it 
will possess the same kind of advantage which is now 
enjoyed by the gold countries. 

This conclusion, I find, is directly at variance with 
the opinion of some economists of eminence. Mr. 
M'Culloch, for example, in his recent contribution to 
the " Encyclopaedia Britannica," f maintains "that the 
mischievous influence resulting from a fall in the value 
of the precious metals depends in a great measure 
on the rapidity with which it is brought about." 
But I apprehend the difference between Mr. M*Cul- 
loch and myself arises from his attending exclusively 
to a single class of consequences, — those, namely, 
which result, in the case of fixed contracts, from a 
depreciation of the standard. With respect to this 

♦ For the general ground of this assertion the reader is referred to 
Mr. Mill's chapters on * International ^Values,' and on * Money as an 
imported Commodity,' in his " Principles of Political Economy ; " also to 
Mr. Senior's Essay " On the Cost of obtaining Money." 

t Article * Precious Metals.' 



86 INTERNATIONAL RESULTS. [essay 

class of effects, it is quite true that the evils which 
they involve will be increased by the rapidity of the 
depreciation ; but as I have shown, the new gold is 
producing effects quite independently of its operation 
upon fixed contracts ; and it is to those other effects 
that the statement I have just made is intended to 
apply. The distinction which I have in view will be 
best exemplified by recurring to the experience of the 
gold countries. In these the value of gold fell by more 
than 50 per cent, in a single year, the depreciation 
involving a proportional loss to creditors with a corre- 
sponding gain to debtors, and entailing in addition those 
numerous incidental evils which always result from a 
sudden disturbance of social relations. No one, however, 
on this account, will say that the sudden depreciation 
of gold in Australia and California was not for these 
countries a great gain. The nature and extent of that 
gain I endeavoured on a former occasion to estimate.* 
It consisted, as I showed, in the increased command 
conferred by the cheapness of their gold over markets 
in which gold prices had not proportionally risen. With 
every rise in the price of Australian and Californian 
products, or, what comes to the same thing, with every 
fall in the local value of their gold, their power of 
purchase in foreign markets increased, — an increase 
of purchasing power which, as we know, was imme- 
diately followed by a sudden and extraordinary influx 
of foreign goods. Now, precisely the same principle 
applies in the case of other countries. A fall in the 
value of gold will, where gold is the standard, lead to 
^ disturbance in fixed contracts, with the concomitant 

* See ante^ p. 39. 
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evils ; but it will at the same time, as in the case just 
considered, place the countries in which it occurs in a 
better position commercially in the markets of the 
world. Supposing, e.g.^ a rise in prices to take place 
in all commercial countries equivalent to that which 
has occurred in California and Australia, the cook- 
quence would be what I endeavoured to explain in the 
paper just referred to : the export of gold from Cali- 
fornia and Australia, at least on its present scale, would 
at once cease, and the world would receive instead an 
increased supply of agricultural and pastoral products, 
and of other commodities which those countries are 
fitted to produce, — a result which, I venture to think, 
would be a g^in for the world. On the other hand, 
supposing the rise in price to be confined to a single 
country — say to England — then England would at once 
be placed on a footing of commercial equality with 
California and Australia, while as regards other coun- 
tries she would occupy the same vantage-ground which 
California and Australia now possess. She would, in 
short, obtain her gold at half its present cost (for she 
would receive twice as much as at present in return 
for the same expenditure of labour and capital), while 
the gold thus obtained would be expended on foreign 
commodities of which, according to the hypothesis, 
the prices had not risen. Notwithstanding, therefore, 
the evils which undoubtedly attend variations in the 
standard of value, more especially in an old and 
highly artificial community like ours, it is nevertheless, 
I maintain, for the interest of every country, that, a 
fall in the cost of gold having been effected, the pro- 
gress of depreciation should in it be as rapid as pos- 
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sible. Until, by a depreciation of gold corresponding 
to that which has occurred in California and Australia, 
the value of that metal is brought into harmony with 
its cost, we must continue to receive from those coun- 
tries little more than a barren addition to our stock of 
money. But with each successive step in the progress 
of depreciation, there will be for the nation in which 
it occurs a nearer approach to the footing of commer- 
cial equality with the gold countries from which it 
has been temporarily displaced ; while in its dealings 
with other places where the decline has been less rapid, 
the nation so circumstanced will, during the period 
of transition, enjoy a commercial superiority. As a 
general conclusion, therefore, we may say, that in 
proportion as in any country the local depreciation 
of gold is more or less rapid than the average rate 
elsewhere, the effect of the monetary disturbance 
will be for that country beneficial or injurious. 

This conclusion, I may in passing remark, throws 
light upon a practical question of some interest at the 
present time, — I mean the question of introducing 
a gold currency into India. The measure has been 
advocated by Mr. M^CuUoch, on the ground that, by 
providing a new market for the increased supplies of 
gold, its effect would be to " counteract that fall in its 
value which is so generally apprehended."* There 
can be no doubt that the effect of the measure would 
be what Mr. M*Culloch describes; but, if the above 
reasoning be sound, this circumstance, instead of being 
a reason for introducing gold into the currency of 
India, affords {so far as the interests of India are con- 

♦ " Encyclopaedia Britannica ; " article ' Precious Metals/ p. 473. 
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cerned) a strong reason against the adoption of this 
course. Mr. M'CuUoch does not state whether the 
effect which he anticipates upon the value of gold 
would be general or local ; whether extending over 
the whole commercial world, or confined to the 
markets of India, — a point of vital importance in 
determining the character of the result. If the 
effect were general — if, while counteracting deprecia- 
tion in India, it influenced the value of gold propor- 
tionately in other parts of the world — then it must be 
conceded that the result would be entirely, beneficial. 
The evils incident to a disturbance of fixed contracts 
would be avoided, and no others would be incurred. 
But this is just the point which I venture to deny. 
The adoption of gold as the monetary standard of 
India would certainly not affect the local value of gold 
in Australia and California; for, as I proved on a 
former occasion, the value of gold in these countries 
is determined by its cost, and its cost depends on the 
productiveness of the gold-fields. Nor, for reasons 
which will be hereafter stated, would it influence more 
than in a slight degree the range of gold-prices in 
England and the United States. The operation, 
therefore, of the measure would be to depress gold- 
prices in India, or at least to prevent them from 
rising in that quarter as rapidly as they otherwise 
would ; while in California and Australia, in England 
and the United States, it left their course substantially 
unaffected. Now this result would tend undoubtedly 
to the advantage of California and Australia, of Eng- 
land and the United States, but, as it seems to me, 
would as clearly be injurious to India. The purchas- 
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ing power of the former countries over the markets 
of India would, through the relative superiority of 
their prices, be increased, but the purchasing power 
of India over their markets would, for the opposite 
reason, be diminished. An English or American 
merchant, instead of discharging his debts as at 
present through the medium of silver which he has 
to purchase with gold at 62d. per ounce (and may 
soon have to purchase at a higher rate), might dis- 
charge the same debts with gold directly; and gold 
being by hypothesis more valuable in India than 
before, the same amount would of course go further. 
But an Indian purchaser of English or American com- 
modities would have the same sum in gold to pay as if 
no change had taken place in the currency of India ; 
while the gold prices of his native productions being 
lower, his ability to pay would of course be less. It 
seems to me, therefore (and the considerations here 
adduced are entirely independent of the reasons which 
exist on the score of good faith — the Indian debt 
having been contracted in a silver currency), that, 
viewing the matter from the side of Indian interests, 
the introduction of a gold currency into India must 
be regarded as a measure decidedly detrimental.* 

* Referring to the adoption of a silver standard by Holland in 185 1, 
Mr. M'Culloch characterizes it as a measure '* in opposition to all sound 
principles." I confess I am at a loss to conjecture what sound principle 
was violated in preferring as the standard of value that metal, the value 
of which there was every reason to believe would be the steadier of the 
two. [I may say now (1872) that I am disposed to assign much less im- 
portance to this question of a change in the monetary standard of India 
than I did when the above passage was written. The reasoning assumes the 
possibility of a serious divergence in the relative values of gold and silver; 
but 1 now believe that such a divergence is practically out of the question, 
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Returning once more to the general question, we 
may consider the following conclusions as established : 
— I St, that the effect of the cheapening of gold upon 
commercial countries being to compel them to enlarge 
their metallic currencies, for which enlargement they 
must pay by an export of their productions, each 
country will endure a loss upon this head to the extent 
of the additional sum which may be requisite for each : 
and 2ndly, that while there will be a general loss from 
this cause, yet the progress of depreciation over the 
world not being uniform or simultaneous, the primary 
loss may, through the disturbance in international 
values thence arising, in particular cases, be com- 
pensated, or even converted into a positive gain ; the 
loss or gain upon the disturbance being determined 
according as the rise of prices in any country 
is in advance or in arrear of the general average. 
To ascertain, therefore, the effect of the movement 
upon any particular nation, we must consider the 
manner in which, in its case, these two principles 
will operate. 

With respect to the first, I am aware that, in 
speaking of the loss imposed on a country by the 
necessity of enlarging its currency — by the necessity 
of receiving and keeping increased supplies of gold 

the grounds for which opinion will be found further on {post^ p. 141). 
This circumstance, however, does not affect the theoretic point argued 
with Mr. M*Culloch. If the exchange of the existing silver for a gold 
standard in India were calculated to produce the effects Mr. M'Culloch 
expected from it, the measure, it still seems to me, would be open to the 
objections I have urged against it. But I do not believe that the effects 
in question would result ; and I can well conceive that, having regard to 
the general convenience of commerce, the change might on the whole 
be advantageous.] 
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and silver — I am using language which, notwith- 
standing what was said on a former occasion in its 
justification, and notwithstanding that it is merely in 
strict conformity with the mdst elementary principles 
of economic science, will still appear paradoxical to 
many. I would therefore, before proceeding further 
with this branch of the argument, ask the reader to 
consider the case of a private merchant who is com- 
pelled to increase the stock of cash with which he 
carries on his business. The metallic circulation of a 
country performs in relation to the community func- 
tions precisely analogous to those which are discharged 
for a merchant by his cash reserve. If a merchant 
can safely dispense with a portion of his ready cash, 
he is enabled, with the money thus liberated, either 
to add to his productive capital, or to increase his 
private expenditure. On the other hand, if he finds 
it necessary to increase his reserve of cash, his pro- 
ductive capital must be proportionally encroached 
upon, or his private expenditure proportionally cur- 
tailed. And precisely the same may be said of the 
currency of a nation. Where a country does not itself 
yield gold or silver,* every increase of its metallic 
circulation must be obtained — can only be obtained— 
by parting with certain elements of real wealth — ele- 
ments which, but for this necessity, might be made 
conducive to its well-being. It is in enabling a nation 



♦ Even where it docs yield these metals, the necessity of augmenting 
the currency is not the less an evil, since the operation will occupy, with 
no result but that of avoiding an inconvenience, a portion of the labour 
and capital of the country, which, but for this, might have contributed to 
its positive welfare. 
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to reduce within the narrowest limits this unproductive 
portion of its stock, that the chief advantage of a good 
banking system consists; and if the augmentation of 
the metallic currency of a country be not an evil, then 
it is difficult to see in what way the institution of 
banks is a good. In regarding, therefore, the neces- 
sity imposed upon commercial countries of enlarging 
their metallic currencies as injurious to their interests, 
I make no assumption which is not in perfect keeping 
with the best known and most generally recognized 
facts of commercial experience. 

An increase in the metallic currency of a country, 
then, being an evil, let us consider what the cir- 
cumstances are by which the augmentation rendered 
necessary by the gold discoveries will be determined. 
This, it is evident, will principally depend — the amount 
of business to be carried on being given — on the 
extent to which substitutes for metallic money are in 
use ; in other words, on the degree of perfection which 
the banking system of each country has attained. To 
illustrate this, let us suppose a given sum of metallic 
money — say a million sterling — to be introduced into 
two countries in which the currencies are differently 
constituted — e.g., into England and India. In India 
coin is the principal medium of circulation*— in many 

♦ [The reader will bear in mind that this was written in 1859. The 
state of the Indian currency at that time may be gathered from the follow- 
ing extracts from a paper on " The Trade and Commerce of India," read 
before the British Association in 1859.] "Intimately connected with 
Indian trade and commerce is a sound system of banking. At present 
there are only three banks of importance in India — the banks of Bengal, 
Bombay, and Madras. These have no branches, the absence of which 
constitutes one of the main defects of the system. The few other banks 
in India do not issue notes, and employ their capital in making advances 
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parts the only one, and consequently a million sterling 
introduced into the currency of India would represent 
only an equal, or little more than an equal, addition to 
its total medium of circulation — to the whole monetary 
machinery by which the exchange of commodities is 
effected and prices maintained. But in England, 
where the currency is differently constituted, the result 
would be different. The great bulk of the circulating 
medium of this country consists of certain forms of 
credit; and the amount of these credit media standing 
in a certain large proportion to the coin in the country, 

on bills of lading, in exchange operations, and in some instances in 
loans to members of the Service, at high rates of interest ; but afford 
no banking facilities for conducting the internal Jtrade of the country.*' 
The writer then refers to a table, showing the state of the three leading 
banks (Bengal, Bombay, and Madras) in the preceding June, from 
which it appears that the bullion at that time in the coffers of the 
banks was in excess of the notes in circulation, the amount of these 
latter being, for the whole of India, 2,241,471/., or about one-tenth of 
the amount issued by the Bank of England alone ; while the total 
amount of "accounts current" was only 1,855,000/. — about one-sixth 
of those held by some of the private banks of London, and not one- 
fifteenth of those of the Bank of England. The total amount of commer- 
cial bills discounted in these three leading banks of India is set down at 
278,906/. ! " And this," it is observed, " in a country where the gross 
annual revenue is 34,000,000/. ; the export trade, on an average of 
the last five years, 24,000,000/. ; the import trade, on the same average, 
23,000,000/., with an internal trade to an extent almost impossible to 
estimate." (" The Trade and Commerce of India," by J. T. Mackenzie, 
read before the British Association, 1859, pp. 15, 16.) In the evidence 
taken before the late Committee "On Colonization and Settlement in 
India," Mr. Alexander Forbes, when questioned with reference to the large 
absorption of silver in India, expressed his opinion that the silver was all 
required for current coin. "It has often been said that the natives hoard 
silver : now my experience is that they do not hoard silver ; they hoard 
gold ; and that the silver is actually required for the commerce of the 
country." And this he traces (Answers 2,222, 2,223, 2,372-80) to the want 
of banking accommodation and the imperfect means of communication 
generally in the country. See also the evidence of Mr. Mangles (Answers 
1,625—1,633). 
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the effect of introducing a million sterling into our 
currency would be to increase the medium of cir- 
culation by an amount very much greater than that 
of the added coin. Let us consider for a moment 
what becomes of a sum of coin or bullion received into 
England. I do not now speak of that moving mass of 
metal which passes (so to speak) through the currency 
of the country — which, received to-day into the vaults 
of the Bank of England, is withdrawn to-morrow for 
foreign remittance — but of gold which is permanently 
retained to meet our genuine monetary requirements. 
Of such gold a portion — greater or less, according to 
circumstances — will always find its way into the 
channels of retail trade ; and so far as it follows this 
course, its effect in augmenting the circulation will be, 
as in India, only to the extent of its actual amount. 
But a portion will also be received into the banks of 
the country, where, either in the form of coin, or of 
notes issued against coin, it will constitute an addition 
to their cash reserves. The disposable cash of the 
banks being thus increased, an increase of credit ope- 
rations throughout the country would in due time 
follow. The new coin would become the foundation 
of new credit advances, against which new cheques 
would be drawn, and new bills of exchange put in 
circulation, and the result would be an expansion of 
the whole circulating medium greatly in excess of the 
sum of coin by which the new media were supported. 
Now credit, whatever be the form which it assumes, 
so long as it is credit^ will operate in purchases, and 
affect prices in precisely the same way as if it were 
actually the coin which it represents. So far forth, 
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therefore, as the new money enables the country to 
support an increase of such credit media — to support 
them, I mean, by cash payments — so far it extends the 
means of sustaining gold-prices in the country; and 
this extension of the circulating medium being much 
greater than in proportion to the amount of added 
coin, the means of sustaining gold-prices will be in the 
same degree increased. Thus, supposing the ratio of 
the credit to the coin circulation of the country to be 
as four to one (and the proportion is greatly in excess 
of this), the addition of one million sterling of coin 
would be equivalent to an increase in the aggregate 
circulation of four millions sterling,* and one million 
sterling of gold would consequently, in England, for a 
given extent of business, support the same advance 
in gold-prices as four times that amount in India. It 
follows from these considerations, that, in order to raise 
prices throughout a given range of transactions to any 
required level, the quantity of metallic money which 
will be necessary will vary in different countries, 
according to the constitution of their currencies ; the 
requirements of each increasing generally in an inverse 
ratio with the efficiency of its banking institutions. 



♦ Strictly speaking, this conclusion would not follow on the above 
supposition, the efficiency of different forms of credit in performing 
the work of circulation being (as pointed out by Mr. Mill, " Principles of 
Political Economy," vol. ii., pp. 58 — 61) different, and only some of them 
being in this respect equal to coin. But such distinctions do not affect 
the general truth of the principle contended for in the text, that the 
necessity for coin varies inversely with the use of credit Besides, as 
I intimated, the proportion of credit to coin in our circulation is much 
greater than I have assumed ; and a million of coin taken into our 
currency would really be equivalent to more than four millions added to a 
purely metallic one. 
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We may thus see how very unequal will be the 
operation of the gold discoveries with respect to 
commercial communities. The reduction in the cost 
of gold to which they have led has, as we have seen, 
produced in the gold countries a twofold rise of gold- 
prices ; and supposing the present conditions of raising 
gold to continue, the same cause must ultimately lead 
to the same result throughout the world ; imposing 
upon each^ country the necessity of so enlarging its 
currency as to admit of this advance. But we have 
seen that the quantity requisite for this purpose varies 
according to the monetary status of the country for 
which it is required ; and inasmuch as the new money 
must be paid for by commodities, the abstraction of 
commodities, and therefore the loss of the means of 
well-being, to which each country must submit, will 
vary with the same circumstance. On the supposi- 
tion, therefore, on which we are arguing, the quantity 
of new money which England would require would 
be, when compared with the extent of her business, ex- 
tremely small, and her loss of real wealth small pro- 
portionally. The same would be true of the United 
States, where credit institutions have also attained 
a high degree of efficiency, and whose paper conse- 
quently forms a large proportion of the whole circu- 
lation. In France, the use of credit being more 
restricted, the requirements for coin would be greater, 
and consequently also the loss of consumable com- 
modities; while in India and China, and indeed in 
Asiatic communities generally, the circulating medium 
being almost purely metallic, the requirements for 
coin would, in proportion to the business in which 

H 
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it was employed, attain their maximum, with a 
corresponding maximum of loss in the elements of 
well-being.* 

The operation of this principle is indeed, in the 
actual circumstances of the world, in some degree 
concealed by the complex conditions under which it 
comes into play. Thus Great Britain and the United 
States, instead of obtaining the smallest shares, receive 
in the first instance nearly the whole of the new gold. 
On the other hand, the quantity which goes to India 
and China from the gold countries is comparatively 
trifling;! and although a large drain of treasure has 
set in thither from Europe, yet this consists chiefly of 
silver. If, however, passing by the accidents of the 
movement, we attend to its essentials, we shall find 
that the results are entirely conformable to the prin- 
ciple I have endeavoured to describe. For though 
the bulk of the new gold comes in the first instance to 
England and the United States — determined thither 
by the course of international demand — yet England 

♦ It is curious to observe the contradictions in which persons are 
involved who, still under the influence of the mercantile- theory of wealth 
(and there are few even among professed economists who are free from its 
influence), are nevertheless sensible from experience of the advantages of 
a system with which it is incompatible. Thus several witnesses before 
the late Committee on Indian Colonization refer to the large influx of 
silver into India in recent years as a sure indication of the increasing 
prosperity of that country ; yet, almost in the same breath, they speak of 
the deflciency of banking acconmiodation as among its most pressing wants. 
Now it is certain that, just in proportion as banking acconmiodation is 
extended, the absorption of silver by India will decline ; whence it would 
follow, if the reasoning of the witnesses be sound, that the effect of the 
extension of banks would be to check the growing prosperity of the 
country. See "Minutes of Evidence," Questions 1,625-1,633, 2,221-2,223. 

f This order in the diffusion of the new gold has not been sustained 
See ante^ p. 67, note. 
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and the United States do not form its ultimate des- 
tination. The monetary requirements of these coun- 
tries being easily satisfied, the mass of the metal, on 
reaching these markets, becomes immediately dis- 
posable for foreign purchases ; by which means the 
United States and England are enabled to transfer to 
other countries this unprofitable stock, the commodities 
with which in the first instance they parted being 
replaced by others which they more require. So also, 
although the metallic drain to the East is composed 
principally of silver, the efflux — at least in its present 
proportions — is not the less certainly the consequence 
of the increased production of gold ; for the silver 
of which it consists has been displaced from the 
currencies of Europe and America by the gold of 
Australia and California ; and the drain to the East is 
only not a golden one, because silver alone is in that 
region the recognized standard. As the final result of 
the whole movement, we find that, while the metallic 
systems of England and the United States are 
receiving but small permanent accessions, those of 
India and China are absorbing enormous supplies. 
The former countries, though the first recipients of the 
treasure, yet, not requiring it for domestic purposes, 
are enabled to shift the burden to others, whose real 
wealth they command in exchange; while the latter, 
requiring what they receive, are compelled to retain it. 
Having parted with their commodities for the new 
money, they are unable afterwards to replace them. 
As their stock of coin increases, their means of well- 
being decline, and they become the permanent victims 
of the monetary disturbance. 

H 2 
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But, secondly, we concluded that the loss of real 
wealth resulting from the augmentation of their cur- 
rencies would in particular countries be compensated, 
and might in some be even converted into positive 
gain, by the disturbance which, during the period of 
transition, would take place in international values. 
As has been already remarked, a general rise of 
prices in all countries, if simultaneous and uniform — 
since it leaves the proportions in which commodities 
are exchanged undisturbed — leads to no change in 
international values, and produces no effect upon 
national interests. But where prices rise unequally, 
international values, and through these, national in- 
terests, are affected. We have therefore to consider 
how far, in the actual circumstances of the world, a 
rise of prices in particular countries, unaccompanied 
by a corresponding advance in others, is possible, and, 
in so far as it is possible, in what order the several 
changes may be expected to occur. 

As regards the question of possibility, this is placed 
beyond controversy by the example of California and 
Australia. It is a matter of fact that prices in those 
regions have advanced in a twofold proportion, while 
no corresponding rise of prices has occurred through- 
out the world. The circumstances, however, of the 
gold countries will probably be thought of too excep- 
tional a character to form the basis of any general 
conclusion ; and it will therefore be desirable to advert 
for a moment to the causes which produced in Cali- 
fornia and Australia that local elevation of price, with 
a view to consider how far the same conditions are 
capable of being realized elsewhere. 
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These causes, as was formerly shown,* were the 
special facilities for producing gold enjoyed by Cali- 
fornia and Australia, combined with the limited range 
of their domestic transactions. The sudden cheapen- 
ing of gold, involving a corresponding increase in 
money earnings, placed an extraordinary premium on 
the production of the metal, while the limited range 
of their domestic trade rendered the necessary enlarge- 
ment of their monetary systems an easy task. On the 
other hand, the immense extent of the aggregate com- 
merce of the world required, in order to secure a similar 
advance, a proportional increase in its aggregate stock 
of money, an augmentation which could only be accom- 
plished after the lapse of a considerable time. Prices 
therefore rose rapidly in the gold countries, while over 
the area of general commerce the rise has been but slow. 

Such being the circumstances which produced the 
local divergence of prices to which I have called 
attention, it will at once be seen that of the two con- 
ditions which I have stated, the latter — the necessary 
enlargement of the local currency — may in most 
countries, though not in all at the same time, be 
fulfilled, if not with the same rapidity as in Australia 
and California, still after no very long delay. It has 
been computed,t for example, that the total quantity 
of gold coin circulating in Great Britain amounts to 
75,000,000/. sterling. Assuming this to be correct, 
it would follow (all other conditions being supposed 

» 

♦ See ante^ pp. 25, 26. 

f "History of Prices/' vol. vi. app. xxii. This also is Mr. M*Culloch's 
estimate: "Encyclopaedia Britannica," article * Precious Metals,' p. 465. 
[It will be borne in mind that these estimates apply to the period 
immediately preceding the first publication of tl.tse Essays (1859-60).] 
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identical) that an addition of 75,000,000/. would be 
sufficient to effect an elevation of our local prices 
equivalent to that which has occurred in Australia. 
Now at the present rate of production, the quantity 
of gold which arrives annually in Great Britain cannot 
fall much short of 30,000,000/. sterling;* so that 
were we merely to retain all that we receive, we 
should at the end of two years and a half be in a 
position, so far as the augmentation of our currency 
is concerned, to maintain the same advance in price 
as has occurred in the gold countries. If, then, prices 
in Great Britain have not risen in the same degree, 
the result, it is evident, cannot be due to the difficulty 
of procuring the supply of gold necessary for the 
enlargement of our currency. It remains, therefore, to 
be considered how far those special facilities for pro- 
curing gold which have operated in the gold countries 
may come into play in other parts of the world. 

The extraordinary facilities for procuring gold 
enjoyed by Australia and California depend, of course, 
on the possession of their gold mines ; and this being 
so, it might seem as if all countries, not being like 
them auriferous, were by the nature of the case pre- 
cluded from fulfilling this condition of the problem ; 
but this by no means necessarily follows, as will be 
evident if we reflect that there are other modes of 
obtaining gold than by direct production, of which 
modes the efficiency enjoyed by different countries 
differs almost as much as the degrees of fertility in 

♦ [20,000,000/. would have been nearer the mark, but, at the time 
this paper was written, no trustworthy statistics of gold imports existed. 
Either amount, however, answers equally well the purpose of the 

argument (1872).] 
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different gold mines. Where countries do not them- 
selves produce gold, the mode by which they obtain 
it is through their foreign trade. Now it is a fact 
well known to economists * that, with reference to 
the cost of commodities, the terms on which foreign 
trade is carried on differ greatly in different countries, 
the labour of some going much further in commanding 
foreign productions than that of others. According, 
however, to the conditions on which foreign produc- 
tions generally are obtainable, will be those on which 
gold may be obtained. If a country possess special 
facilities for supplying markets where gold can be 
given in exchange, it will obtain its gold more 
cheaply — at a less sacrifice of labour and capital — 
than countries which do not share these facilities, and 
amongst such countries it will therefore occupy pre- 
cisely the same position as an auriferous country whose 
mines are of more than the usual richness among 
the countries which yield gold. It is thus possible 
for a non-auriferous, no less than for an auriferous, 
country to possess exceptional facilities in the means 
of procuring gold, and therefore to fulfil the second of 
the conditions by which a divergence of local prices 
from the ordinary level of the world may be effected. 

Now, it appears to me there are two countries 
which possess in an eminent degree the qualifications 
requisite for attaining this result — I mean Great 
Britain and the United States : the former, as being 
par excellence the great manufacturer among civilized 

♦ See Ricardo's "Works" — chap, vii., on Foreign Trade. Mill's 
" Principles of Political Economy," chaps. xviL, xix. Also Senior's Essay, 
" On the Cost of obtaining Money." 
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nations — the manufacturer more particularly of de- 
scriptions of goods — as cotton, woollen, linen, and 
iron— which enter largely into the consumption of 
the classes by whom chiefly the gold countries are 
peopled ; and the latter, as the principal producer of 
raw material, as well as of certain commodities — as 
grain, tobacco, sugar, and rice — which are also largely 
consumed by the same classes. In these circum- 
stances. Great Britain and the United States enjoy 
peculiar advantages in the markets of the gold- 
countries, and these advantages are extended and 
confirmed by other important incidents of their posi- 
tion. Thus they possess the greatest mercantile 
marine in the world, by which they are enabled to 
give the fullest scope to their manufacturing and 
agricultural superiority, while by race, language, and 
religion they are intimately connected with the pro- 
ducers of the new gold, — a connection from which 
spring ties, moral, social, and political, to strengthen 
and secure those which commerce creates. Great 
Britain and the United States thus possess in their 
foreign trade a rich mine,* worked by their manu- 
facturers, planters, and farmers, tended by their 
mercantile marine, and protected by their naval 
power, — a mine by means of which they are enabled 
to obtain their gold on terms more favourable than 
other nations. The effect of this, in ordinary times, 
is shown by a scale of money rates, wages, salaries, 
and incomes, permanently higher than that which 

♦ "The mine worked by England is the general market of the world : 
the miners are those who produce those commodities by the exportation 
of which the precious metals are obtained." — Senior's Essay " On the 
Cost of obtaining Momy^^ p. 15. 
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elsewhere prevails; but, in times of monetary dis- 
turbance like the present, when the cost of gold 
having been reduced its value is falling, these 
advantages, it seems to me, must tell, as analogous 
advantages have told in the gold countries, in a 
more rapid realization of the results which are in 
store — in a quicker ascent towards that higher level 
of prices and incomes, which the cheapened cost of 
gold is destined ultimately to produce. 

There is reason, therefore, on considerations of 
theory, to expect a repetition in England and America 
of that phenomenon which has been already exhibited 
in Australia and California, — a divergence of local 
money-rates from the average level of surrounding 
countries. On a future occasion I shall endeavour 
to ascertain how far, in the case of Great Britain, these 
h priori conclusions are supported by facts — how far 
prices and incomes have here, under the influence of 
the gold discoveries, outstripped the corresponding 
movement in other countries.* Having settled this 
point, we shall be in a position to form a general 
estimate of the benefit which may thence accrue to us. 
Meanwhile, however, I may, in conclusion, point out 
the mode in which the advantages incident to the mone- 
tary position we shall occupy are likely to be realized. 

And here it may be well to call the reader's attention 

♦ [Some evidence on the point will be found in the Appendix ; but the 
inquiry here contemplated was never carried into effect. A very interest- 
ing and carefully prepared paper on the subject, however, was read some 
years later by my friend Professor Jevons before the London Statistical 
Society, when I had the satisfaction to find that the results of his entirely 
independent investigations to a very large extent corroborated the con- 
clusions at which I had arrived, mainly by way of deduction from the 
general principles of the science.] 
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to the distinction, sometimes overlooked, between a fall 
in the value of gold and a rise in the price of commo- 
dities. A rise in the price of commodities, if general, 
implies commonly a fall in the value of money ; but, 
according to the ordinary use of language, alike by 
economists and in common speech, money would, I 
apprehend, in certain circumstances be said to have 
fallen in value, even though the prices of large classes 
of commodities remained unaffected. For example, 
supposing improvements to have been effected in some 
branch of production resulting in a diminished cost of 
the commodity, the value of money remaining the same, 
prices would fall : if under such circumstances prices 
did not fall, that could only be because money had not 
remained the same, but had fallen in value. The con- 
tinuance of prices unaltered would, therefore, under 
such circumstances amount to proof of a fall in the 
value of gold. Now when, in connection with this 
consideration, we take account of the fact that over the 
greater portion of the field of British industry improve- 
ment is constantly taking place, it is obvious that the 
mere movements of prices here, taken without reference 
to the conditions of production, are no sure criterion 
of changes in the value of gold. 

The truth is, in a large class of commodities — in 
all those to which mechanical or chemical inventions 
are extensively applicable — even on the supposition of 
a very great depreciation of gold, no considerable 
advance in price is probable. Gold, for example, 
might have fallen since the beginning of the present 
century to the extent of 75 per cent. — that is to say, 
four sovereigns now might be equal to no more than 
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one sovereign at the commencement of the period — and 
yet in a large class of manufactured goods no advance 
in price would be apparent, the reduction in the cost of 
production being in more than an equal proportion. 
In ordinary times, agricultural operations escape in a 
great degree the influence of industrial progress ; but 
within the last ten years — that is to say, since the 
repeal of the Corn Laws, .which nearly synchronized 
with the gold discoveries — the spirit of improvement 
has been as busy in agriculture as in any other depart- 
ment of industry, and, in conjunction with importations 
from foreign countries, has acted, and must for some 
time at least continue to act, powerfully upon the price 
of raw products in this country. 

The depreciation of gold, therefore, may be realized 
either in a corresponding advance of prices, or in the 
neutralization of a fall which in the absence of depre- 
ciation would have occurred ; but in whatever form it 
may come to us, our gain or loss as a nation will be 
the same, and will depend upon the condition I have 
stated — the more or less rapid depreciation of our cur- 
rency as compared with the currencies (convertible, 
like ours, into gold) of other countries. Whether, 
the conditions of production remaining unaltered, the 
depreciation be indicated by a corresponding advance 
of prices, or, those conditions undergoing improvement, 
the fall in the value of gold merely operates in neutra- 
lizing, as regards price, the effects of the cheapened 
cost of commodities — in either case the gold price 0/ the 
products 0/ English labour and abstinence will rise. A 
given exertion of English industry will reap a larger 
gold reward than before ; and foreign commodities not 
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rising in price in the same degree, the larger gold 
reward will indicate, over so much of our expenditure as 
is directed to foreign productions ^ a real augmentation of 
well-being. As regards that portion of our expendi- 
ture which falls upon the products of our own industry, 
individuals and classes will, according to circumstances,* 
be benefited or injured by the change ; but as a nation, 
we shall neither gain nor lose, since here the increased 
cheapness of gold will be exactly neutralized either by 
a corresponding advance in price, or by the prevention in 
the same degree of a fall which would otherwise have 
taken place. It is in this way — by the increased com- 
mand which she obtains over foreign markets by her 
cheap gold — and not, as is commonly supposed, by 
finding an outlet for her wares in California and 
Australia, that England will benefit by the gold dis- 
coveries. That outlet for her productions — were the 
movement to stop here — however it might benefit 
individuals, would for the country at large be an injury 
and not a boon ; it would deprive her of that which 
might conduce to her comfort and happiness, and 
would give her '* a breed of barren metal " in exchange. 
But the movement does not stop here. The money 
which she obtains from the gold countries, instead of 
absorbing, like India or China, she employs in purchas- 
ing the goods of other nations. It is in the enlarged 
command which she acquires over such goods that her 
gain consists, and it is thus that she indemnifies herself, 
though at the expense of the nations who ultimately 
retain the new gold, for the loss — the indubitable loss 
— which she is called on in the first instance to sustani. 

* On this point see/<?j/, p. 147 et seq. 



IV. 

ESSAY TOWARDS A SOLUTION OF THE 

GOLD QUESTION. 

SUMMARY OF THE MOVEMENT. M. CHEVALIER'S 

VIEWS* 

It is now rather more than three centuries since the 
conquest of Mexico and Peru by the Spaniards, and the 
discovery of rich mines of the precious metals in those 
regions, excited the cupidity of Europe and opened a 
new epoch in human affairs. Of the numerous occur- 
rences which conspired about that time to break the 
spell of old ideas, and to carry the world rapidly over 
the border line of mediaevalism into the full movement 
of modem civilization, this was certainly not the least 
powerful. The subsequent depreciation of gold and 
silver, and the revolutions in private property, though 
the most conspicuous, were by no means the sole, nor 
even the most important, consequences of that event. 
The rage for gain — the auri sacra fames — awakened 
by the golden visions of the new Eldorado, hurried 
across the Atlantic those numerous and daring adven- 
turers who laid the foundation of the Transatlantic 
states. The vast sums of gold and silver liberated 

* The Edinburgh Review, July i860. 
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by their exertions supplied, and rendered possible, the 
remarkable expansion of Oriental trade which forms 
the most striking commercial fact of the age that 
followed. Less directly, but still intimately, connected 
with the same event, were the sudden growth and 
temporary splendour of the Spanish monarchy, as well 
as its rapid decline ; the establishment of the Poor 
Laws in England ; the financial embarrassments of 
Charles L, which resulted in the Long Parliament and 
the Revolution ; and the rise and progress of British 
maritime power. 

Once more after the lapse of three centuries, the 
world has witnessed another great discovery of the 
precious metals. The auriferous sands and rocks of 
California and Australia are as much superior, in rich- 
ness and abundance, to those which rewarded the 
industry of the Spanish adventurers, as these latter 
were superior to all which had been previously known ; 
and gold has now for eight years been pouring into 
Europe in an exuberant tide of wealth beyond all 
former experience. What, then, will be the result of 
these Californian and Australian discoveries ? and 
how far will they resemble in their scope and influence 
their prototypes of the sixteenth century ? These are 
questions which, in the presence of such facts, cannot 
but force themselves upon every thoughtful mind. 

But since the epoch of which we have spoken — 
since the day when the sparkling veins on the sides of 
Potosi attracted the eye of the Indian shepherd — a 
mighty change has come upon the world. Society in 
all its constituents has been profoundly modified. 
Commerce has grown to dimensions of which the 
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merchants of the sixteenth century could have formed 
no conception. The entire foreign trade of the greatest 
commercial nation then in existence probably did not 
much exceed that which is now carried on in a single 
English or American port. The total tonnage of the 
united galleons which constituted the Spanish mercan- 
tile marine only amounted a century later, as we are 
informed by Robertson, to 27,500 tons — little more 
than the tonnage of the Great Eastern steam-ship. 
Some of the most populous and wealthy communities 
of the present day had not yet begun to exist; and the 
whole quantity of the precious metals then in use was 
probably less than that which now circulates in some 
second-rate European kingdoms. The conditions 
under which the experiment of the sixteenth century 
was tried are no longer those with which we have now 
to deal, and the precedents of that period may 
therefore be thought to have little application to 
the present time. 

But, on the other hand, if we examine the details of 
this change, we shall find that the facts of which it 
consists are of a nature, in relation to the influence of 
the gold discoveries, in a great degree to counteract 
and neutralize each other; some of them tending not 
less powerfully to enhance, and give increased efficacy 
to that influence, than others tend to impair it. The 
stability of trade has increased with the increase of 
its mass ; but, on the other hand, the agencies at our 
disposal for acting upon trade have increased in a still 
greater proportion. The quantity of the precious 
metals now in existence may be twenty or thirty times 
greater than when Columbus made his memorable 
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voyage, and the difficulty of affecting their value may 
be proportionably greater ; but against this we have to 
consider, that for one Spaniard who in the sixteenth 
century engaged in mining, twenty or thirty English 
or Americans are now thus employed, and that these 
latter are equipped with means and appliances of pro- 
duction far superior to any which their predecessors 
could command. The area of commercial intercourse 
has been greatly enlarged, and commercial relations 
indefinitely multiplied : but not more so than the 
means of locomotion and the facilities of postal com- 
munication ; while we have further to note, that 
commerce possesses now, in the agency of credit, an 
auxiliary to metallic money of wondrous potency, 
which in the earlier period was entirely unknown. 
Notwithstanding, therefore, the changes which have 
taken place in the trade and wealth of the world, the 
circumstances of the present time are not such as to 
preclude the possibility of a recurrence of events 
similar or analogous to those which the first American 
discoveries drew after them. Those events were, as 
we have said, of the greatest moment to mankind : 
they included the rapid colonization of America by 
European races ; great and lasting changes in the 
channels of trade ; striking vicissitudes in the fortunes 
of nations ; and a monetary revolution the effects of 
which have been felt in every quarter of the globe. 

The precedents of history, then, no less than the 
character of the facts, give to the Califomian and 
Australian gold discoveries an interest of no ordinary 
kind, and we have therefore to tender our thanks to 
M. Michel Chevalier and his translator, for having 
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brought to the notice of the public the momentous 
questions which those discoveries involve. The sub- 
ject indeed has not been entirely overlooked in this 
country, but it has not yet 'been treated, either here 
or elsewhere, by any writer whose opinions command 
the same respect as those of M. Chevalier; and we 
therefore welcome the appearance of his volume as 
undoubtedly the most important contribution which 
has yet been made to this discussion. 

But, while we gladly bear testimony to the ability 
and learning with which M. Chevalier has treated 
this subject, and to the logical acuteness with which 
he has dissected and expounded many of its pro- 
blems, it certainly seems to us that he has failed to 
seize fully the nature and the extent of the prin- 
ciples which the increased production of gold has 
brought into play. In the work before us, the dis- 
cussion is confined to a single aspect of the gold 
question — "the probable fall in the value of gold," 
and the effects of this on our pecuniary relations : to 
another, and not less important view of the move- 
ment — the changes which the new gold, by altering 
the distribution of purchasing power in the world, may 
produce in the movements of trade and the fortunes 
of nations, changes of which some striking illustrations 
have already been afforded, — to this aspect of the case 
M. Chevalier scarcely alludes. 

And yet the distinction on which it rests is real.* 
If, to borrow the illustration of Hume, the world 
should awake some morning, every one finding in his 
pocket an additional sovereign, or (modifying slightly 

* As has been shown in the preceding essays. 

I 
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the supposition) every one finding his money income 
increased in some certain proportion, — such an occur- 
rence would tend to lower the value of money, but 
(unless so far as it affected fixed contracts) would not 
alter the relative purchasing power of individuals, nor 
therefore the distribution of commodities, nor the in- 
terests of mankind. But if, instead of being dispensed 
with this impartiality, the entire addition of new sove- 
reigns should fall to the lot of a few persons, the 
money incomes of the rest remaining as before, this 
— supposing the amount of the addition to be in each 
case the same — would tend, equally as in the former 
case, to lower the value of money ; but its effects 
would not end here : while increasing the total 
quantity of money, it would at the same time alter 
the relative purchasing power of individuals — a result 
which would be followed by a corresponding change in 
the distribution of real wealth amongst them, and con- 
sequently of general well-being. This view of the 
case M. Chevalier has neglected to expound. He has 
discussed with considerable fulness the effects of a 
depreciation of money ; but he has altogether over- 
looked the results which may follow from a redistri- 
bution of purchasing power over the world. We 
have in the outset called attention to this incom- 
pleteness (as we deem it) in his mode of treating the 
gold question, because we think he has thus been led, 
not only to omit from his consideration an interesting 
range of topics, but to attribute to a depreciation 
of money results which are due to a different cause. 
The justification and pertinence of this criticism will 
appear in the course of the following observations. 
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The facts which form the ground for expecting 
a fall in the value of gold are thus stated by M. 
Chevalier. At the beginning of the present century 
the quantity of gold which arrived every year to aug- 
ment the metallic wealth of Christendom amounted, in 
round numbers, to about 2,500,000/. sterling. By 
the year 1848 this supply had increased to upwards 
of 8,000,000/. ; the field of production having been 
in the meantime extended by the opening of new 
mines in the Ural Mountains, and the discovery of 
auriferous sands in Siberia. In 1848 the Californian 
discoveries occurred, which were followed in 1 851 by 
those in Australia. The result of the whole has been 
to raise the rate of production from 2,500,000/., the 
annual yield at the commencement of the century, to 
38,000,000/. sterling, the present annual yield ; being 
an increase, as compared with that time, in the pro- 
portion of 15 to I, or, as compared with the period 
immediately preceding 1848, of 5 to i. 

Or the facts of the case may be thus represented. 
The region which, until the discovery of the mines 
of Siberia, was the chief seat of gold production for 
European nations, was America. Now the total quan- 
tity of gold raised throughout the whole continent of 
America during the interval from the first voyage of 
Columbus to the discovery of the mines of California 
— ^that is to say, during a period of 356 years — 
amounted in round numbers to about 400,000,000/. 
sterling. At the present time (as has been stated 
above) the annual supply has reached 38,000,000/. 
sterling. It thus appears that the civilized world 
receives now in a single year nearly one-tenth of all 

I 2 
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the gold obtained in the principal field of supply 
throughout the whole period from the discovery of 
America down to the year 1848. 

Or, once more, the altered conditions of producing 
gold may be presented through the medium of the 
average produce of a day's work. M. Chevalier has 
not furnished us with any standard with which to 
compare the present rate of gold earnings, except the 
returns of the gold-washers of the Rhine, which 
scarcely afford a fair basis of comparison. We learn, 
however, from Humboldt that, at the commencement 
of the centur)^ when he visited New Spain, the 
Mexican miner, " who was the best paid of all miners," 
" gained at least from twenty-five to thirty francs per 
week of six days." * This would be equivalent to 
from 35". 6d. to 4^. 2d, a day of our money, which 
amount, since the rate of wages in mining always 
follows the average returns to mining labour,t we may 
take as representing the average earnings of miners 
at the commencement of the century. Now, accord- 
ing to some authorities quoted by M. Chevalier, and 
which are fully confirmed by statements which we 
have seen, as well as by the current rate of wages 
in the country, the average earnings of gold miners 
in California at present are at the rate of nineteen 
francs per man daily, equal to about 1 55". 2d, The 
earnings in Australia he sets down at the same 
amount ; but we are convinced that this is an over- 
estimate. From official accounts, confirmed by pri- 
vate information, we have no hesitation in saying 

* " Political Essay on New Spain,'*' vol. iii. pp. 237 — 240. 
t See ante^ p. 23. 
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that gold earnings in Australia at present do not 
exceed on an average los. a day per man. Even, 
however, reducing to this amount M. Chevaliers 
estimate, we have still an average produce for the 
two countries of 13^. per man daily, a rate of return 
nearly four times greater than that which was obtained 
from the best mines of Mexico half a century since. 
When, in connection with this fact, we consider the 
greater accessibility — arising partly from political 
causes, partly from the progress of the art of navi- 
gation — of the present gold countries, the superior 
enterprise and skill of the miners, and the larger 
capital at their disposal, we may form some conception 
of the immense increase which has taken place in the 
world s means of obtaining gold. 

Such is the present state of gold production. But 
before these facts can be made the data for conclusions 
respecting the future, it is important to ascertain the 
extent of our existing resources. What are the auri- 
ferous capabilities of California and Australia, and of 
those other regions from which gold is now derived } 
Will the golden tide now pouring in continue with 
perennial flow } or will it, after inundating us for a 
while, suddenly disappear, like the Australian streams 
whence it is extracted ? These are questions on 
which geology should be able to enlighten us, and 
some eminent authorities in that science are of opinion 
that the present extraordinary production cannot long 
continue. We are reminded, that auriferous forma- 
tions are for the most part superficial ; that the richest 
deposits are those which lie nearest the surface ; that 
the countries which were once the chief seats of supply, 
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as Spain and Lusitania, are auriferous no longer ; and 
that, consequently, in proportion to the energy and 
skill with which the new gold fields are worked, will 
be the rapidity of their exhaustion. 

" Judging from experience," says Sir Roderick Murchison, 
*'all gold veins in the solid crust of the earth diminish and 
deteriorate downwards, and can rarely be followed to any 
g^eat depth except at a loss in working them. Again, as 
the richest portions of the gold ore have been aggregated 
near the upper part of the original veinstones, so the heaps 
of gravel or detritus resulting either from former powerful 
abrasion, or from the diurnal wear and tear of ages, and 
derived from the surface of such gold-bearing rocks, are, with 
rare exceptions, the only materials from which gold has been, 
or can be, extracted to great profit. These postulates, on 
which I have long insisted, in spite of the opposition of 
theorists and schemers, have every year received further con- 
firmation, and seem on the whole to be so well sustained as 
matters of fact, that the real problem we have now to solve is, 
how much time will elapse before the gold of Australia is 
finally riddled out of these heaps or basins, or extracted from 
a few superficial veinstones } " * 

And with respect to the prospects of quartz mining, 
Sir Roderick adds : — 

" So long as the miner is near the surface, these veinstones 
will unquestionably repay the cost of working them. When, 

♦ "Address to the Geographical Society, 1857,'* pp. 453—455. In 
referring to Sir Roderick Murchison's opinion, it is proper to add that his 
views respecting the practical results of gold mining have reference to the 
state of mechanical science, as applied to mining operations, ai the time 
when he wrote. In a note to the first edition of his " Siluria" (p. 436), he 
expressly guards himself on this point : " I would further guard any 
nferences I have drawn from our previous state of knowledge, by saying 
that my opinions were formed irrespective of the new discoveries in 
mechanical science, cnishing machines, &c. The improved application 
of mercury may indeed liberate a notable quantity of ore from a matrix ot 
apparently slight value, and thus set at nought the experience of ages." 
And see also the recent edition of the same work, pp. 489 et scq. 
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however, they are followed downwards into the body of the 
rock, they have usually been found impoverished, either 
thinning out into slender filaments, or graduating into silver 
or other ores ; so that these insulated thin courses of 
auriferous quartz — mere threads in the mountain masses — 
will soon be exhausted for all profitable purposes, when the 
upper portions shall hav;e been quarried out." * 

To this view of the case M. Chevalier opposes the 
consideration of the vast extent of California and 
Australia, and the great richness of the alluvium 
which has been hitherto worked. 

" The conditions in which deposits are found in California 
and Australia are such, that it is not a very sanguine 
view to suppose that in each of these countries alluvial 
ground will be found equal to 60,000 hectares of deposits 
of a metre in thickness, and of the richness of i to 100,000" 
(P. 6s) : 

conditions which, he says, would give an annual yield 
for each country of 1 6,000,000/. sterling for a hundred 
years. We think it, however, more to the purpose tcj 
quote the following passage from the report of Mr. 
Selwyn, who lately conducted the geological survey of 
Victoria, and who is referred to by Sir Roderick 
Murchison as a competent witness. *' The trap-plains," 
says Mr. Selwyn, "to the westward are very extensive ; 
and there is every probability of gold deposits existing 
underneath the trap over the greater portion of them. 
The limit, therefore, to the period during which these 
tertiary gold deposits of Victoria may be profitably 
worked, may be regarded as indefinitely remote."* 
We may add, that the accounts received from practical 

♦ "Address to the Geographical Society, 1857." 

+ " Quarterly Journal of the Geological Society,'' p. 534. 
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persons in the gold countries are far from supporting 
the opinion that the gold formations are extremely 
superficial. On the contrary, we hear on all hands 
of digging being carried on with profit at a very 
considerable depth, ranging frequently from lOO to 300 
feet below the surface, and of quartz veins improving 
as they descend.* But, besides such statements, 
which may not be free from exaggeration, there are 
undisputed facts which it seems difficult to reconcile 
with the theory of speedy exhaustion. For example, 
the most extensive gold fields in Victoria are those of 
Ballarat and Mount Alexander ; they were amongst 
the earliest discovered ; they have been worked with- 
out intermission for eight years ; and it is from them 
that the principal portion of the Australian supply is 
still derived. t Nor ought we, in estimating the pro- 
spects of the future, to overlook the probability of 
improvements in the means of production. The 
modes of extraction at present in use are generally of 
a very crude description. Frequent interruptions of 
work occur from want of water; and, though this 
obstacle has been overcome in California by the 
erection of extensive water-works, this obvious remedy 
has still to be applied in Australia. There is thus 
great room for improvement in the business of pro- 
ducing gold, and, with Anglo-Saxon enterprise and 

♦ See " Further Papers relative to the Gold Discoveries," presented 
to Parliament, February 1856, pp. 47, 48, 56. See also Westgarth's 
Victoria,'' pp. 178, 185 ; Seyd's "California," pp. 30—44; and Tinus, 
February 16, 1858, San Francisco Correspondence. 

f The Brazils also furnish instances of gold fields which have main- 
tained their productiveness for a long period, as well as (as Sir Roderick 
Murchison admits) of " successful subterraneous mining. ** 
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intelligence directed to the task, we cannot doubt that 
improvement will be effected. On the whole, if we 
might venture an opinion respecting a matter on which 
we make no pretension to practical knowledge, we 
should say that, in speculating upon the auriferous 
resources of the new gold countries, too implicit a 
reliance has been placed on mere experience. It is 
admitted that the detritus of California and Australia 
greatly exceeds in richness any auriferous material 
hitherto known : why then may it not exceed any 
former material in extent as well as in quality ? The 
history of gold digging in those countries up to the 
present time, and the accounts we continue to receive 
from a succession of travellers of the great auriferous 
tracts which are still untouched, certainly afford ground 
for this presumption ; and we are therefore disposed 
to concur with M. Chevalier in the opinion, that the 
present extraordinary supply of gold is likely to be 
continued for, at least, some considerable period. 

We assume, then, that the present production of 
gold will continue ; and what we have now to con- 
sider is the probable effect of this upon the value of 
the metal. The tendency of an increased production 
of any commodity is to lower its value, and this 
tendency will be realized in fact, unless the demand 
for the commodity at the original value increase in a 
corresponding degree. On the supposition, therefore, 
that the production of gold continues at its present 
rate, the maintenance or decline of its value will 
depend upon the extension which may contempo- 
raneously take place in the means of employing it 
This is the position of M. Chevalier, and it is on^ 
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which will, we believe, be accepted by all competent 
reasoners as the true ground on which the question 
should be argued. 

By those who deny the probability of an impending 
fall in the value of gold we are reminded of the 
numerous circumstances which are likely to occur to 
occasion an increased demand for it. We are told of 
the extraordinary rapidity with which cosmopolitan 
commerce is now expanding ; of the increased require- 
ments for money incident to an increase of population ; 
of enlarged consumption of gold in plate, jewelry, and 
decoration ; of countries now circulating inconvertible 
paper which will soon adopt a metallic standard; of 
the loss from hoarding and shipwrecks ; of the loss 
from ** wear and tear ; " and of other possible purposes 
and occasions which may create a need for an increased 
supply of gold. These various requirements, it is 
maintained, will generate a demand for the new metal 
as fast as it is sent forth from the mines, and will 
thus prevent any fall in its value. This argument 
M. Chevalier has met by a comprehensive review 
of the various incidents here enumerated, in which 
he endeavours, by a careful analysis of the facts 
of each, to estimate the probable amount which it 
may be able to absorb. The result of this inves- 
tigation is the conclusion, that the utmost quantity 
which can be disposed of in the modes suggested, 
after allowing in the most liberal manner for every 
contingency that may arise, will not at the end of 
ten years exceed 1,275,000 kilogrammes of gold, or 
about 178,000,000/. sterling. On the other hand, on 
the supposition of the present rate of production 
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continuing, the increase of supply at the end of ten 
years will not be less than 2,500,000 kilogrammes, 
or 350,000,000/. sterling. The result of the com- 
parison carried over a period of ten years is thus 
to show an increase in the supply of gold greatly in 
excess of the probable requirements of the world 
at its present value; the inevitable consequence of 
which, as M. Chevalier contends, must be a general 
fall in the value of the metal. Such is the conclusion 
of this eminent economist — a conclusion full of warning 
to this and every other civilized community, and which 
has been adopted certainly on no slight or unconsidered 
grounds. For the extensive and interesting array of 
facts and reasonings by which this opinion is supported, 
we must refer our readers to M. Chevalier's volume. 
We shall confine ourselves here to some remarks on 
those branches of the argument which appear to us 
of most importance. 

And here, before engaging in the discussion, it may 
be well to enter a caveat against an ambiguity of 
language which has introduced much confusion into 
popular reasonings upon this subject. We allude to 
the expression so frequently used in the controversy — 
** a demand for gold." With reference to this phrase, 
it must always be understood that the demand spoken 
of is a demand at some given value of the metal ; since, 
without this qualification, an inquiry into the probable 
extension of the demand for gold would be an inquiry 
without an object, and indeed destitute of all signifi- 
cance. There can be no doubt that the increased 
supplies, however great, will find a market somehow, 
and be absorbed in the commerce and consumption 
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of the world ; but the question is, upon what conditions ? 
upon the condition of retaining its value as at present, 
or of submitting to a reduction ? 1600 millions sterling 
of gold and silver have been supplied to the world by 
America since the time of Columbus, and this vast 
amount has been absorbed ; but observe upon what 
terms. On the terms of a fall in the value of silver 
in the proportion of 6 to i, and in that of gold of 
4 to I.* "The present essay," therefore, says M. 
Chevalier, " is not written to prove that this extra- 
ordinary production of the precious metals cannot be 
employed on any terms, which would be absurd," but 
to prove that it cannot be absorbed consistently with 
maintaining its present value in relation to other com- 
modities. ** Mankind is not rich enough, nor will it 
soon be, to pay at so dear a rate for so large a mass/' 
Such is the question to be solved ; let us now consider 
some of the facts on which the solution depends. 

Of the numerous causes which have been suggested 
as likely to afford a vent for the new gold, none seems 
at first sight to present so large a field for absorption 
as the expanding dimensions of commerce ; and yet 
there is none on which so little expectation in this 
respect can be legitimately founded. The expansion 
of general commerce in the last half-century has indeed 
been enormous. In the United Kingdom, in the 
United States, throughout the continent of Europe, 
in California and Australia, even in India and China, 
the progress has been rapid beyond all precedent 

* These are M. Chevalier's estimates. We are inclined to think they 
are excessive, but they are used here merely in illustration of the principle 
in question. 
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This rapid expansion, moreover, has been more espe- 
cially remarkable during the last ten years, and the 
causes of it (among which the adoption of a free- trade 
policy by this country must be considered the prin- 
cipal), so far from having exhausted themselves, are 
not considered as having yet yielded more than their 
first-fruits. Instead, therefore, of any slackening of 
commercial progress, we have rather to look for an 
acceleration of its pace. The wealth of the world is 
thus rapidly increasing, and the augmented wealth, it 
is urged, will require for its circulation a medium of 
exchange proportionately large. Here, then, is a field 
for the new gold of almost boundless extent Here 
is an outlet into which the rising tide may flow off 
without any danger of surcharging those channels of 
circulation which are already full. 

To this argument we might object, that the increase 
of international transactions (by which it is customary 
to estimate the progress of trade), although it always 
indicates an increase in the elements of real wealth, 
by no means indicates a corresponding increase, still 
less a corresponding increase in the value of such 
elements, or therefore in the need for a circulating 
medium. But, without entering into the somewhat 
complicated considerations connected with this point, 
and admitting, as we do, the probability of a consider- 
able increase in the requirements of the world for a 
circulating medium, the question remains. Is gold the 
material by which such requirements will be met } 
M. Chevalier contends, and we think with good reason, 
that it is not The proportion of the trade of the 
world which is carried on with metallic money is daily 
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diminishing, and constantly tends to diminish ; and the 
probability is, that the future expansions of trade will 
be chiefly supported, not with coin, but with those 
contrivances of credit and of paper currency, the 
immense advantages of which over metallic money we 
have already learned to appreciate. 

Few persons, who are not practically engaged in busi- 
ness on a large scale, have an adequate conception of 
the extent to which credit expedients of one kind or 
another are now employed in the conduct of commer- 
cial affairs. In the principal commercial countries it 
may with little exaggeration be said, that the great 
wholesale transactions of trade are effected exclusively 
through this medium. Perhaps the most striking ex- 
ample of what can be accomplished by this means is 
afforded by the London Clearing House — the insti- 
tution in which the accounts of the London bankers 
are daily settled. 

"In 1839 this establishment had already attained such 
efficiency that for the annual liquidation of 950,000,000/. 
sterling, or 3,000,000/. daily, it only required, on an average 
each day, 200,000/ in sovereigns, or rather in bank-notes. 
At present, with a mass of transactions amounting to 
1,500,000,000/ or 2,000,000,000/. sterling annually, instead 
of a proportionate addition to the 200,000/. required for 
the daily balance being necessary, not a shilling is wanted ; 
the Clearing House now dispenses completely with the 
use of bank-notes; all is settled by the transfer of sums 
from one account to another in the books of the Bank of 
England." (P. 84.) 

To such perfection has the system of credit been 
brought in. this country. But, to appreciate the full 
force of the argument founded on the resources of 
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credit, we should consider that, besides the field opened 
for its employment in the future expansions of trade, 
a large one exists in much of that which is now carried 
on. In Great Britain and the United States, the use 
of credit may indeed be thought to have reached its 
maximum; but this cannot be supposed of other por- 
tions of Europe and America, and still less of the vast 
communities of Asia. In India, though more than a 
century under British rule, the advantages of credit, 
as a medium of exchange, are only beginning to be 
understood. The circulation of bank-notes is exceed- 
ingly limited, and is still confined to some of the 
Presidency towns ; cheques, by which so large a portion 
of the business of this country is carried on, are but 
slightly used ; and the great mass of transactions is 
effected by a transfer of rupees bodily in every sale. 
The magnitude of the transactions conducted in this 
manner may be estimated by the fact stated by Sir 
Charles Napier, that the escort of treasure consti- 
tuted one of the severest duties of the late Bengal 
army ; from 20,000 to 30,000 men being constantly 
occupied in this manner. The quantity of the precious 
metals employed in thus carrying on the internal 
traffic of India has been variously estimated between 
150,000,000/. and 300,000,000/. sterling. But this 
state of things is evidently not destined to be of 
long continuance. Mr. Wilson's recent minute gives 
grounds for believing that the Indian Government 
are alive to this subject, and that India will soon 
enjoy the advantages of an effective paper system. 
Such an event cannot fail to be attended with im- 
portant consequences on the trade and industry of 
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that country ; and among these consequences we may 
expect this, that, instead of requiring, as now, con- 
tinuous large additions to her present enormous stock 
of metallic money, she will not only be enabled to 
dispense with these, but will find it for her interest to 
part with a large portion of what she now employs : 
the coin thus liberated will form a new tributary to 
swell the increasing supplies, and the influences tend- 
ing to depress the value of gold will be increased. 

These observations apply to the wholesale transac- 
tions of commerce : they are not, in the same degree, 
applicable to the retail dealings of individuals. We 
say, not in the same degree, because they are applicable 
to a certain extent even to them. Amongst the upper 
and middle classes, at least in this country, the practice 
is becoming every day more general of paying private 
accounts through the medium of bankers' cheques, in 
which way retail transactions, in the aggregate of very 
large amount, are settled without the employment 
either of bank-notes or of metallic money. This prac- 
tice, however, is confined to that comparatively limited 
portion of society whose private dealings assume 
dimensions sufficiently large to render the employment 
of credit convenient For the mass of the population, 
who live mostly from hand to mouth, and whose 
dealings are on a very small scale, credit accounts are 
obviously unsuitable, and their purchases are accord- 
ingly effected almost wholly with coin. In this depart- 
ment of business, therefore, we find a field for the 
employment of gold which credit cannot well occupy, 
and which will increase with the increase of population. 
It becomes, therefore, important to ascertain the extent 
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narrow limits the field for its employment in this 
direction. 

These considerations would seem to settle the 
question, so far as the requirements of the masses are 
concerned. Nevertheless there is an element of the 
case, not included in M. Chevalier s reasonings, which 
leads us to assign greater importance to this applica- 
tion of the new gold than the facts which he has 
stated would seem to warrant. The industrial history 
of Great Britain since the gold discoveries supplies us 
with a fact but little in accordance with the above cal- 
culations; the fact, namely, that since the year 1851 
the population of this country, which at the utmost 
has not increased in the interval by more than 10 per 
cent, has absorbed into its retail circulation (according 
to the best estimate which we have been able to form) 
an addition to its gold currency of not less than 40 
per cent.* — an addition which, though not wholly 
unaccompanied by an advance of prices, has not been 
productive of any effect in this respect commensurate 
with its amount. Now to what are we to attribute this 
anomalous circumstance } How are we to explain the 
fact that the gold currency of this kingdom has in- 
creased in a degree entirely out of proportion to 
the apparent requirements of its population, wit/tout 
undergoing any corresponding depreciation in its value f 
It appears to us that the explanation is to be found 
in the operation of a principle to which we adverted 
in the opening of this article, and to which we shall 

* See on this point the facts and estimates given in Appendix xxii. to 
the sixth . voluine of the "History of Prices ;" also the statistics of gold 
coinage given in the same volume, p. 1 54. 
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have occasion again to advert, — the tendency of the 
increased production of gold to alter the distribution 
of wealth throughout society. This principle, operating 
through our trade with the gold countries, has for the 
last eight years been acting upon the pecuniary 
relations of different classes in this country ; and the 
result has been a change in the distribution of our 
national wealth sensibly in favour of the industrial 
portion of the social body. We do not here enter into 
the grounds of this opinion, which would involve us in 
economic discussions of an inconvenient length. But, 
in illustration of the general tendency of the gold dis- 
coveries to favour the industrial classes, we may refer 
to the triple and quadruple wages now enjoyed by 
those amongst them who have emigrated to California 
and Australia, and to the remarkable advance which 
during the last eight years has taken place in the 
wages of almost every class of labourers at home,* — 
an advance which has been accompanied by no corre- 
sponding movement in the incomes of other classes. 
A large increase has thus taken place in that portion 
of the general wealth which circulates among the 
industrial population ; and this is just the portion in 
which the circulation of coin is most extensive. It is 
evident therefore (assuming, as we do, this fact to re- 
present a general tendency) that, under the influences 
engendered by the new discovery, the demand of the 
population for gold coin may augment much more 
rapidly than a mere regard to the increase of its 
numbers would lead us to suppose. As the produc- 

♦ See Dr. Strang's "Papers on Wages," published in the London 
Statistical Journal. 

K 2 
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tion of gold continues, the proportion of the aggregate 
wealth of the world which goes to the industrial 
classes will increase; and, the field for credit con- 
tracting as we descend in the scale of society, the 
necessity for coin will increase also. In this way, it 
seems to us, a market may be opened for the new 
gold greatly more extensive than the considerations 
adduced by M. Chevalier would lead us to suppose ; 
and a large amount of the new supplies may be thus 
disposed of, without involving the necessity of a fall, 
or at least of a corresponding fall, in their value. At 
the same time we are far from thinking that the 
demand thence arising will be sufficient to prevent the 
ultimate depreciation of the metal ; though, as the 
example of this countrj^ proves, it may sensibly retard 
this result. At all events, the principle is one which 
should not be overlooked in an examination of the 
causes which may neutralize the direct tendencies of 
the gold movement. 

So far as to the demand afforded to the gold sup- 
plies by the progress of trade and population. Let us 
now consider briefly another mode of disposing of the 
new gold, on which some writers have laid much 
stress : we mean the employment of it in the arts, in 
plate, and for decorative purposes. And here, as in 
the case we have just been considering, an exami- 
nation of the facts shows upon what slight grounds 
they proceed who anticipate a large absorption of 
gold by these uses. The desire for display, at least 
in that gross form of the propensity which finds 
satisfaction in the possession of gold plate or in 
the wearing of massive ornaments, is an attribute 
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of semi-barbarous life, which, instead of increasing, 
declines with the advance of society. 

"The display of gold in utensils more or less massive 
is the luxury of the less refined part of the community, 
whose eye is instinctively attracted by the glare of a daz- 
zling metal, and whose desire is excited for an object to 
which there is vulgarly attached the idea of great riches. It 
is a species of magnificence which was reserved for the 
sovereigns of primitive nations ; it constituted the splendour 
of the Incas, and that of Attila and of Genseric ; it was the 
pride of the savage races whom the Europeans discovered 
in America." (P. 98.) 

The same passion for ornaments is a powerful 
instinct amongst the native races of Hindostan, with 
whom they serve at once as a mode of investment 
and a means of decoration. But, as civilization makes 
progress, tastes of a different order are developed. 
Vanity perhaps loses nothing of its power, but it 
exhibits itself under a different guise, and is directed 
to different objects. Luxury, in its modes of display, 
as in other respects, undergoes refinement, and man- 
kind seek enjoyment, less in the gratification of ex- 
ternal sense, and more in the cultivation of the higher 
faculties. The superfluous expenditure of a nation 
advancing in civilization is accordingly devoted less 
and less to objects which absorb mere masses of gold 
and silver, and more and more to purposes of a higher 
order — to the beautifying of its domains, the embel- 
lishing of its houses, the general cultivation of its 
tastes; and parks and mansions, pictures, sculpture, 
and books, take the place of accumulations of plate 
and collections of jewelry. 

This tendency of civilization to check the consump- 
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tion of the precious metals is very strikingly shown by 
some figures quoted by M. Chevalier. From returns 
given in Porter s *^ Progress of the Nation/' it appears 
that the consumption of gold plate in England during 
the first half of the present century has not kept pace 
even with the progress of population. Notwithstand- 
ing the great increase which has taken place in the 
means of all classes during the interval, the average 
Englishman of the present day consumes less gold 
than the Englishman of fifty years back. 

" From the first quinquennial period of the century to 
that which closed in 1850, the increase in the quantity 
of gold which paid duty was 50 per cent. ; during the 
same time the increase of population was much greater : it 
doubled. Then if we take into account the quantity of gold 
required for this manufacture, we are amazed at its small- 
ness. It is an atom in comparison with the total production. 
During the last quinquennial period of the half-century, the 
annual average has only been 7,636 ounces." (Pp. 92, 93.) 

For the two years 1855 and 1856 the average 
consumption in this form was ten thousand ounces. 
For the same years the total production was nearly 
ten millions — that is to say, nearly a thousand times 
greater ! In France a similar state of things is ex- 
hibited. There also the consumption of the precious 
metals proceeds more slowly than the increase of 
population. 

But it will be said, if the fashion of using gold in 
plate and ornaments is declining, other forms of this 
kind of expenditure have amazingly increased. 

" Paris gilds itself not a little, and is surprisingly addicted 
to gold lace. Is there not in these two employments a 
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consumption large enough to enable the producers of gold 
to dispose of their precious commodity, almost indefinitely, 
without any reduction in its value ? To reply to this ques- 
tion, let us calculate the quantity of metal which is required 
to gild a given surface. Gold, as is known, is the most malle- 
able of metals ; it is so to a degree of which it would be 
difficult, without ocular illustration, to form an idea. The 
goldbeater makes it into leaves which, thanks to the progress 
of his art, are now so thin that i4,ocx) form only the thickness 
of a millimetre, and, consequently, i4,ocx),ooo of leaves laid 
one upon another would make a thickness of only a metre 
(about 39 inches). A cubic metre of solid gold, which would 
not weigh less than 680,440 ounces, would suffice to gild a 
surface of 3,450 acres, and 35,300 ounces would cover with 
gold 179 acres. It is a result which quite confounds the 
imagination. And yet the metal used in the manufacture of 
gold lace is spread over a much larger surface. The sub- 
stance of the threads of which this lace is made consists of 
silver, the surface alone being gold, and one gramme of gold, 
worth 2s, 10^., suffices to gild a thread 120 miles in length. 
In a piece of 20 francs (i6i'.), there is gold enough to 
cover a thread which would extend from Calais to Marseilles. 

Let us now suppose that a room, suitably gilded, 

consumes five square metres of gold leaf, which is, I believe, 
sufficient. At this rate 35,300 ounces would gild 144,000 
saloons or apartments ; that is to say, at least twenty times 
the number which are thus embellished in one year in all 
those cities where the houses are of a character to require 
their interiors to be gilded. With the remainder, what a 
multitude of picture-frames, books, kettle-drums, cloths, epau- 
lettes, and all kinds of objects, might be clothed in a dazzling 
covering of gold ! Let the number of gold leaves required 
for each apartment be multiplied, let the number of books 
and picture-frames be augmented, and still we shall arrive at 
no result which deserves a moment's consideration. At Parish 
where nearly all the gold leaf is beaten which is consumed in 
France and a part of Europe, the quantity of gold operated 
upon does not exceed 40,650 to 42,400 ounces.*' (Pp 

95—97.) 
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It would therefore seem that not much is to be ex- 
pected from the extending use of gold in manufactures 
as a means of disposing of the new supplies. No 
doubt, as depreciation sets in, the fall in the value of 
the metal will, as in the case of other commodities, 
have some effect in inducing a larger consumption; 
but, with the facts before us which have just been 
cited, this can scarcely be expected to occur to an 
extent which would materially retard the fall. 

And here we may mention an incident of the 
decline in the value of gold, which is strangely at 
variance with popular anticipations, and will probably 
be cited as a proof that no depreciation has taken 
place. People generally imagine that as gold declines 
in value gold manufactures of all kinds will become 
cheaper. In one sense they will ; they will be obtain- 
able at a less outlay of labour; but they will not 
become cheaper in the sense in which the word is 
commonly understood — that is to say, they will not be 
obtainable at a lower price. On the contrary, in all 
countries where, as in this, gold is the standard metal, 
as its value declines the price of gold manufactures will 
rise. A little reflection will make this plain. Suppose 
the exchange- value of gold to fall, let us consider what 
will be the effect of this upon the price of a gold snuff- 
box. So far as the material oi the article is concerned, 
it is evident that the fall in the value of gold will have 
no effect, will be simply nugatory, since the same cause 
which will reduce the value of the material will reduce 
also the value of the coin (or notes convertible into 
coin) with which it is procured ; the relation between 
money and raw gold will continue the same as before, 
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and the price of the material of the box will therefore 
continue unaltered. But the material is only one ele- 
ment of the cost ; there is, besides this, the labour ex- 
pended in the making, and this also must be included 
in the price of the snuff-box. Now the effect of a 
fall in the exchange- value of gold will be to raise the 
money-price of labour in common with other things ; 
whence it is plain that, with the progress of this fall, 
the price of the snuff-box, which must cover the cost 
of labour as well as that of raw material, must con- 
stantly rise. The effect may not be very perceptible 
in gold articles of much solidity ; but in such manu- 
factures as gold lace, in which the value of the 
workmanship greatly exceeds the value of the mate- 
rial, the rise in price will be nearly as remarkable 
as if gold did not enter into their composition. 

Such are the two principal outlets which have been 
suggested as likely to create a market, for the new 
gold ; and, considerable as they at first sight appear, 
this examination of them has shown how entirely 
inadequate they must prove to sustain its value, sup- 
posing the production of the metal to continue at its 
present rate. The facts of the case thus distinctly 
point to a general depreciation of gold as the inevitable 
result of the causes now in action. 

Against this conclusion, however, will be urged our 
experience of the movement up to the present time. 
Already, it will be said, for eight years the golden 
stream has been flowing : not less than 200,006,000/. 
sterling of metal have already been added to the com- 
mon stock ; and yet we look in vain for those signs of 
depreciation which, if there be any foundation for the 
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apprehensions which have been expressed, should 
surely by this time have displayed themselves. No 
perceptible change, it is asserted, has yet taken place 
in the general level of prices, no disturbance has been 
experienced in our pecuniary relations. If, then, under 
the weight of this large augmentation, the value of the 
metal has been sustained, there is clearly some fact 
or principle at work which has been overlooked in the 
reasonings on the subject ; and if this fact or principle 
(whatever it may be) has been hitherto efficacious in 
preventing a fall, may we not expect that it will con- 
tinue to be so } If no sensible effect has up to the 
present been produced, why, with only the same 
influences to contend against, need we be apprehensive 
for the future ? 

This argument is to be met by a twofold answer : 
first, by a denial of the fact which is assumed, that no 
change has taken place in the value of gold ; and 
secondly, by pointing to a circumstance which has 
hitherto retarded its decline, but the influence of which 
must soon diminish. 

With respect to the first point it should be observed, 
that it must always be a matter of considerable diffi- 
culty to ascertain whether, in point of fact, gold has 
during a given time fallen in value or not, unless the 
fall happens to be of a very marked and unequivocal 
kind. This must be so from the absence of any 
independent standard of value by which its variations 
can be measured, as well as from the variety of causes 
which, besides the value of money, affect the prices of 
commodities, and thus complicate the problem. There 
is, moreover, a principle in constant operation which, 
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in a large class of cases, tends to conceal any fall 
which may occur in the value of the precious metals — 
we mean, the progress of the industrial arts. Every 
improvement in productive industry tends to promote 
cheapness and to lower price ; and, as such improve- 
ments are constantly occurring, a fall in the value of 
gold will be as often shown in preventing a fall in the 
price of other things as in causing a rise. To ascer- 
tain, therefore, whether a change in the value of gold 
has really occurred must always be a difficult problem, 
requiring for its solution not only an extensive collec- 
tion and accurate analysis of prices, but also a careful 
examination of the various causes affecting production 
on the one hand and consumption on the other : and 
it is a problem which, applied to the last ten years, 
presents, owing to the numerous causes of powerful 
disturbance which have been in action during that 
time, even more than the usual difficulty. We do not, 
therefore, propose to enter into this question here, but 
shall content ourselves with referring in a note * to 
some publications, in which it has been discussed with 
considerable fulness. By reference to these the reader 
will find that the facts of the case, far from being 
favourable to the assumption that the value of gold 
has been unaffected by the increased supply, lead 
rather to the conclusion, that there are grounds for 
believing that a definitive depreciation of the metal 
has already taken place. 

* See tables of prices from 1851 to 1857 ("History of Prices,'* vol. vi, 
pp. 160 — 167) ; also an article by M. Levasseur in the Journal des 
Economistes^ March 1858; also tables published by Dr. Soetbeer of 
Hamburg, giving returns of prices from 1831 to 1857; also the Appendix 
to this volume. 
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But, secondly, the above reasoning is to be answered 
by pointing to a circumstance which has undoubtedly 
acted up to the present time in counteraction of the 
causes tending to depress the value of gold, but the 
efficacy of which is diminishing, and may soon be 
entirely exhausted. This circumstance is the displace- 
ment of silver by gold in some currencies, and more 
particularly in that of France — a circumstance to which 
M. Chevalier very forcibly directs our attention, and 
which ranks unquestionably as of primary importance 
amongst the causes which have modified the gold 
movement up to the present time. 

In the controversies which have taken place on this 
question, it has been almost uniformly assumed on the 
one side and conceded on the other, that, for the pur- 
pose of detecting variations in the value of gold, no 
better test can be selected than the price — that is, the 
gold-price — of silver;* and the price of silver not 
having risen more than 3 or 4 per cent, in the last ten 
years, it is argued that this ratio represents the utmost 
extent of the depreciation which can have taken place 
in gold. Indeed some writers have pressed this argu- 
ment so far, as to maintain that gold has not fallen 
even to this extent ; the rise in the price of silver, as 
they allege, being due rather to the increase in the 
demand for it than to the fall in the value of gold. 

* Strange to say, even M. Chevalier makes this concession, although 
the facts which he adduces effectually expose its fallaciousness. *^ The 
only good measure of the rise or fall occurring in the value of gold, is 
that which takes place in its price in silver money." He adds : " Then 
it must be premised that no disturbance shall have arisen to cause a 
sudden change in the value of silver." But such a disturbance is pro- 
duced ipso facto by a change in the value of gold. 
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But surely nothing can be more fallacious than the test 
of value which is thus set up. If anything unfits one 
commodity for measuring the value of another, it is the 
circumstance that they may both be applied to common 
purposes. No one would think of measuring the 
fluctuations in wheat by comparing it with oats, 
because, both grains being employed for the same or 
similar purposes, any change in the value of one is 
sure to extend to the other. When, e,g.y the wheat 
crop is in excess while the oat crop is an average one, 
it always happens that a portion of the consumption, 
which in ordinary years falls upon oats, is thrown upon 
wheat ; the effect of which is at once to check the fall 
in the price of the more abundant grain, while, by 
diminishing the need for the other, it causes it to parti- 
cipate in the decline. The influence of the increased 
abundance of one commodity is thus distributed over 
both ; the fall in price being less intense in degree in 
proportion as it is wider in extent Now this is 
precisely what is happening in the relations of gold and 
silver. The crop of gold has been unusually large >' 
the increase in the supply has caused a fall in its 
value ; the fall in its value has led to its being substi- 
tuted for silver ; a mass of silver has tlfus been 
disengaged from purposes which it was formerly 
employed to serve, and the result has been that 
both metals have fallen in value together; the 
depth of the fall being diminished as the surface 
over which it has taken place has been enlarged. 
The scene on which this interchange of gold and 
silver has hitherto been exhibited on the largest scale 
is the currency of France, in which, owing to the 



142 SUMMARY OF THE MOVEMENT, [essay 

existence of a double standard, — or (if M. Chevalier 
prefers the phrase) a double legal tender, — one or the 
other metal is employed according as its worth in the 
markets of the world happens to vary in relation to its 
valuation at the French Mint. Until a recent period, 
the metal which formed the staple of the French 
currency was silver, but, owing to the fall in the value 
of gold consequent upon the discoveries, gold is now 
rapidly taking its place, and becoming the principal 
medium of circulation. Up to the year 1852 the 
importation of silver into France was always largely 
in excess of its exportation ; but in that year the tide 
turned, and has since continued flowing outward with 
increasing volume. M. Chevalier states that by the 
end of 1857 France had parted with 45,000,000/. 
sterling of silver. On the other hand, during this 
time she had coined more than 100,000,000/. sterling 
of gold. The currency of France has thus, to borrow 
the curious but not unapt figure of our author, played 
towards gold the part of a parachute to moderate its 
descent. But in proportion as gold has thus found a 
market, silver has been deprived of one; and the 
45,000,000/ of silver liberated from the currency of 
France is as much an addition to the disposable supply 
in the world, and tends as effectually to lower its value, 
as if it had been raised immediately from the mines. 
The fall in the value of gold has thus, up to the 
present time, been at once checked and concealed, — 
checked by being substituted for silver, and concealed 
by being compared with it* 

♦ We are aware it has been maintained that the value of silver, so far 
from having fallen, has really risen during the last few years ; in proof of 
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This substitution, however, of gold for silver in 
French circulation is not a process which can be 
carried on indefinitely, and M. Chevalier shows that 
it has already nearly reached its natural termination. 
When this has happened, the new gold will be 
deprived of that which has hitherto constituted its 
best market, the parachute which has moderated its 
descent will no longer be available ; and what will be 
the consequence ? 

" From that moment," says M. Chevalier, " the fall in 
gold will be rapid. In a word, if, down to the present 
time, the immense production, of which Australia and 
California have been the theatre, has not produced a 
greater fall in gold, it is France which is the cause." 
(P. 62.) 

which we are referred to the increased demand for it for Oriental remit- 
tance. That silver has risen in its gold-^uc^ owing to this circum- 
stance, we admit, but we deny that this is a proof of a rise in its value,^ 
any more than a rise in the gold-price of any other commodity would 
prove a rise in its value at a time when the supply of gold was rapidly 
increasing. During the last two years (1858 and 1859) the demand for 
silver for the East has been affected a good deal by requirements con- 
nected with the Indian Mutiny ; but if we investigate the causes of the 
extraordinary demand which has characterized the last four or five years, 
we shall find that they are in a principal degree traceable to the increased 
production of gold, operating through the expenditure of enlarged money 
incomes in England and the United States on Oriental productions ; 
and that thus the increased demand for silver, which is alleged as a proof 
that silver has risen in value, is in reality a consequence of the large 
amount of gold available for its purchase. Now if a disturbance in the 
relative values of the precious metals, arising from this cause, is to be 
taken as a proof, not that gold has fallen, but that silver has risen in 
value, then it would be quite impossible ever to prove a depreciation of 
gold. The same argument might be applied to all other commodities ; in 
each case it could be shown that the rise in price was the result of an 
increased demand for the article, and every advance in general prices 
would be attributed, not to the depreciation of money, but to the enhance- 
ment of commodities. In short, since money can only fall in value by 
being made the instrument of demand, the value of money could, accord- 
ing to this mode of reasoning, never fall. 
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We are disposed to qualify in some degree our 
assent to this opinion. We think that, on the occur- 
rence of the contingency in question — the exhaustion 
of silver from the French currency — the depreciation 
of gold will be more rapid, but we question if the 
acceleration of the decline will be as great as the 
words we have quoted seem to imply. M. Chevalier 
appears to assume that, when the process now going on 
in France is completed, all further substitution of one 
metal for the other will be at an end, and that the 
action of future supplies, concentrated on gold alone, 
will tell in the depreciation of this metal with pro- 
portionate effect. But we question the correctness of 
this assumption. We are inclined to think that the 
substitution of gold for silver in France is only a very 
striking example of a process which has been in unob- 
served operation over a much wider area, and which 
will continue after the French movement has ceased. 
In India, where there is an immense silver currency, 
the process has already begun, and signs are not want- 
ing that it will soon assume more important dimensions. 
The Indian Government, for reasons set forth in Mr. 
Wilson's Minute on the introduction of a gold currency, 
have indeed refused to establish a double standard in 
that country ; and we cannot, therefore, count upon a 
contingency of this kind as likely to carry on in the 
East the process which must ere long be complete in 
France : still, considering the great suitability of gold 
for the purposes of ornamental manufacture, and of 
hoarding — purposes which prevail so extensively in 
India, and for which gold is much better adapted than 
silver — we cannot doubt but that, as, in the course of 
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depreciation, the metal becomes obtainable on more 
favourable terms, it will gradually find its way, if not into 
the circulation, at least into the ornaments and hoards, 
and eventually displace silver to a considerable extent. 
These considerations do not apply to India alone : 
they are applicable more or less extensively to other 
countries where silver is the currency, and more par- 
ticularly to China, where there is a large silver circula- 
tion, and where the habits of the people are in many 
respects similar to those of the people of Hindostan. 
For these reasons, we cannot concur in the assumption, 
that, when the movement in the French currency is 
concluded, the future action of the new gold must be 
concentrated upon the gold currencies of the world. 
We think that its effect will still continue to be shared, 
though probably in a less degree than heretofore, by 
the other precious metal ; and that consequently the 
fall in gold, though accelerated, will not proceed with 
that rapidity which M. Chevalier seems to anticipate.* 

♦ [The writer can now (1872) claim the verdict of events in favour of 
the view which he here ventured to maintain against that taken by M. 
CheA-alier. Indeed, the course of depreciation has been even less affected by 
the completion of the process of substituting gold for silver in the currency 
of France than he anticipated. That process would seem to have been 
completed about the year 1861, when the coinage of gold in France fell from 
27,000,000/. and 18,000,000/. — the amounts which it had reached in the 
years 1859 and i860 — to less than 4,000,000/. (See Economist^ 29th June, 
1872, article "On the Coinage of Gold.'*) But he is not aware that any 
sensible change in the rapidity of the depreciation of gold can be traced 
to that period. It would be difficult indeed to determine this question by 
reference to general prices ; but if any effect, such as M. Chevalier 
anticipated, occurred, it would have shown itself in a rise in the price of 
silver. In point of fact, the price of silver has undergone Utile change 
over the whole of this period, and is now rather lower than when M. 
Chevalier wrote. This may be partly due to the increased production of 
silver in recent years, which would more or less counteract any tendency 
to an advance in its price ; but I hive no doubt the principal cause is that 

L 
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But, although for these reasons we do not anticipate 
that rapid and sildderi fall in the value of gold which 
M. Chevalier regards as the sure result of the exhaus- 
tion of silver ffom France (or more correctly, of the 
depletion of the French durrency with gold), we never- 
theless fully admit, supposing the present production 
to continue, that the contingencies to which we haVe 
adverted can at the utmost delay, they cannot prevent^ 
this catastrophe. Regarding therefore, with him, art 
extensive depredation of gold as probable, we shall 
Conclude this article by adverting to some of the Con- 
sequences which this result is likely to entail. 

These consequences are at oftce so numerous and so 
complicated, they will be felt in such large and in such 
minute transactions in life, that to develop thefti fully 
would require a volume instead of a few pages. As 
we have already intimated, there is a wide department 
of this question on Which M. Chevalier does not 
enter at all*- — of the existence of which indeed he 
scarcely seems to be aware ; but even within the range 
to which he has confined himself, the questions which 
arise are both numerous and important 

One of the most important aspects of every social 
change is its effect on the working classes — those who 

assigned in the teict — the extensive stibstitution of gold for silver, not only 
in various currencies in different countries, but in all those uses in which 
the two metals may be indifferently employed. In truth, so completely 
are gold and silver identified as economic agencies by this capacity for 
mutual substitution, that in judging of the probable effect of increased 
supplies of either metal, the safest course would probably be to consider 
them as one commodity, and to compare, not gold with gold and silver 
with silver, but the aggregate additions made to both metals with the 
aggregate quantities of both previously existing*] 
"^ That discussed in Essay III. of this vdluniei 
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live by the sweat of their brow, and who in every 
country form the bulk of the population. Let us then 
inquire, What will be the effect of the gold discoveries 
on the interests of this large section of mankind? 
Will the event tend on the whole to improve or to 
deteriorate, to raise or to depress, their condition ? 
The opinion of M. Chevalier is that, during the period 
while depreciation is in progress — a period which may 
extend over ten or twenty, or possibly over thirty or 
forty years — the effect may be prejudicial. As soon 
indeed as the movement shall have reached its lowest 
point, and gold shall have found its natural level, then 
he conceives the wages of the workman will rise in 
the same proportion as the price of his food, so that, 
while paying and receiving larger sums of money, he 
will be placed substantially in the same position as at 
present ; but, pending the attainment of this result, the 
ordeal of depreciation will, as he thinks, be for the 
working classes a disastrous one. 

" Experience shows that, when provisions rise, wages are 
not necessarily raised in the same proportion. Not that an 
upward movement of wages does not follow a continued dear- 
ness of provisions, but in the majority of employments it 
follows far behind. The working population are of all classes 
of society the most dependent, because they are the most 
necessitous. Being the least able to wait, owing to the 
pressure of want, they are the more apt to resign themselves 
to the terms offered them. Hence it is that the benefits 
which they expect to derive from a rise of wages are only 
yielded to them after many delays. It were easy to cite 
examples in proof of this assertion. It has been the subject 
of remark by Mr. Tooke in his important work on the 
* History of Prices.' In his historical inquiry respecting 
the precious metals, Mr. Jacob has several remarks in 

L 2 
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the same sense, and among others he states his opinion 
that the institution of the Poor Law, which it is known 
dates from the reign of Elizabeth, was in England the 
effect of the changes caused by the fall in the precious 
metals." (Pp. 117, 118.) 

From this opinion of M, Chevalier (which is en- 
dorsed by Mr. Cobden in his preface) we venture to 
dissent. We do not believe that the working classes, 
ds a body — ^whatever may be the case with particular 
sections of them or in particular countries — will be 
injured by the depreciation of gold. We hold, on the 
contrary, that the general effect of the gold discoveries 
will be to alter the distribution of wealth in their 
favour, and on the whole to benefit them. 

According to M. Chevalier, the industrial classes 
will suffer during the progress of the depreciation of 
gold, because the prices of the commodities they con- 
sume will constantly rise in advance of the rise in 
their wages. Now this we conceive to be, as a general 
proposition,- essentially impossible. If the prices of 
the labourer s provisions and clothing rise, this result 
can only happen (assuming that the rise proceeds from 
an abundance of money) because more money is spent 
on those commodities ; and, inasmuch as the labouring 
classes themselves immensely outnumber all classes 
who consume the same commodities, it is plain that it 
is their expenditure, and consequently their wages, 
which must substantially regulate the rise. The rise 
in wages, in short, is (where it proceeds from an 
abundance of money) the cause of the rise in the 
price of commodities, and consequently cannot be 
preceded by its own effect 
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The circumstance which misled M. Chevalier appears 
from his reference to the remark of Mr. Tooke ; for 
the case which Mr. Tooke had in view was the rise 
in the prices of corn and provisions which occurred 
during the last French wars — a rise due indeed in 
some slight degree to the depreciation then existing 
in the English currency, but, according to the opinion 
of Mr. Tooke, and we believe of all persons who 
have examined the facts of that time, due principally 
to the unusual number of deficient harvests which 
then occurred, aggravated as this circumstance was by 
the interruption of supplies from abroad during the 
war. The rise in prices at that time proceeded, in 
short, from a dearth of commodities, not from an 
abundance of money; and the rise in wages which 
followed, as a matter of necessity, fell short of the 
advance in provisions, since it was only thus that con- 
sumption could be kept within the limits of supply. 
It is by confounding the. effects of these two very 
different cases that M. Chevalier has fallen into the 
error of supposing that the labouring classes, as a 
body, must suffer from the depreciation of gold. 

But the view thus suggested has probably been con- 
firmed by another circumstance. It would seem, as a 
matter of fact, that prices in France have up to the 
present time advanced more rapidly than wages.* 

♦ See the articles by M. Levasseur, published in the youmal des 
Economistes, February and March 1858. [Since 1858 the relative 
advance in wages and prices, at least in some impoitant trades, would 
seem to be in an opposite sense. The following I quote from Mr. Brasse/s 
recent work (pp. 158, 159): — "Mr. Fane says, in his report to Lord 
Stanley, that * the general rate of money wages in France has increased 
about 40 per cent, in the last fifteen years, in those industries which 
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This, however, is not a necessary or general conse- 
quence of the depreciation of gold, but, like the case 
of England in the sixteenth century to which Jacob 
refers, is to be attributed to that other operation of the 
gold movement, of which we have more than once 
spoken — the change it is causing in the distribution of 
national wealth. In the sixteenth century this disturb- 
ance was in favour of the Spanish, the Portuguese, 
and the Dutch ; while the English, further removed 
from the spring-head of the new metal, received their 
supplies more slowly and in scantier streams. Money 
incomes in England therefore rose less rapidly than 
prices in common markets, and the population of Eng- 
land suffered accordingly. We have no doubt that 
this was a leading cause of the industrial distress 
which prevailed throughout a portion of the reign of 
Queen Elizabeth,* and which led to the introduction 
of the Poor Law. In the present gold movement, 
however, the tables have been turned, and the mone- 
tary disturbance is now in favour of the Anglo-Saxon. 
It is now England and the United States that have 
their hands in the till, and the money which they 
extract is employed in raising prices against the nations 



compete with foreigners in the neutral markets. This rise in the money 
wages has been accompanied by a considerable rise in the price of food 
and clothing ; still, the relative proportions in which money wages and 
the prices of commodities have risen, leave a margin in favour of the 
former.' "] 

♦ See on this point a curious work, entitled "A Briefe Conceipte touch- 
ng the Common Weale of this Realme of England," published in 1581 
and attributed to William Stafford. Of this work Anderson, in his 
"Annals," conjectures that it was written by direction of the Queen's 
ministers, " since scarcely any ordinary person in those early days could 
be ftxrnished with so copious a fund of excellent matter." 
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which in the sixteenth century were gainers at their 
expense. It is to this cause — the disturbance created 
by the gold discoveries in the distribution of purchasing 
power in the world — that the movement of prices in 
France in advance of incomes (so far as this is a fact) 
is to be attributed, and not to any tendency in prices 
during a depreciation of money to rise more rapidly 
than the incomes by the expenditure of which alone 
they can be raised. 

And here we may remark, as bearing on the prac- 
tical purpose which M. Chevalier had in view in this 
discussion — the change of the monetary standard in 
France from gold to silver — that the consideration 
here urged goes directly to the root of his argument. 
If the sufferings of the French workmen during the 
period of transition be the result of a depreciation 
of the standard, then of course the disaster may be 
avoided by substituting for gold, as our author recom- 
mends, a metal such as silver, of which the value is 
steady ; but if, as we contend, the evil in question be 
the result of the increased purchasing power of other 
nations, it is plain that the proposed remedy must be 
futile. No change in the Mint regulations of France 
will prevent the nations which are in possession of the 
new gold from appropriating an increased proportion 
of the aggregate wealth of the world. To effect this, 
it would be necessary not merely to deprive gold of 
its character as a standard, but to annihilate its pur- 
chasing power altogether, to dethrone it from its 
position as the universal equivalent of commerce. 

As we have already intimated, we conceive that the 
gold movement, whatever may be its effect in particular 
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cases, will, on the whole, operate favourably for the 
industrial classes of society, by throwing into their 
hands an increased share of the purchasing power of 
the world. It is this which we regard as the great 
redeeming incident of the gold discoveries. In almost 
every other aspect in which we contemplate the occur- 
rence, it is fraught with inconvenience, hardship, and 
injustice, introducing uncertainty into mercantile deal- 
ings, disturbing contracts which were designed to be 
fixed, stimulating the spirit of commercial speculation, 
already too strong, and bringing unmerited loss upon 
classes who have the strongest claims on our sympathy, 
and whom upon social grounds it is most desirable to 
sustain. 

If we inquire who the people are who will suffer by 
the impending monetary changes, the answer is, in the 
first place and principally, those whose incomes consist 
in fixed sums of money, or whose property depends 
on fixed contracts expressed in the current gold coin of 
the realm. Adopting the assumption of M. Chevalier 
(which with him we make for the sake of distinctness, 
and not as expressing a matured opinion), that the fall 
in the value of gold will be 50 per cent., then the loss 
to the holders of all such incomes will be to the extent 
of one-half of their means. They will receive the 
same nominal amount as at present, the same number 
of bank-notes, which will be exchangeable for the 
same number of sovereigns of the same weight and 
fineness ; but these bank-notes or sovereigns will only 
procure one-half as much of the necessaries, comforts, 
and luxuries of life as they would do in the absence 
of a depreciation of money. This is surely a serious 
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matter, and its gravity is not diminished when we 
consider who the persons are that by the course of 
events (always supposing the production of gold to 
continue) will be placed in this position. They are, 
in the first place, fundholders and mortgagees, a class 
who, whatever may be the popular idea upon the 
subject, really deserve as much consideration and 
sympathy as any other in the community. For 
of what is a large portion of funded property, and of 
property lent on mortgage, composed } To a very 
large extent, as is well known, of trust money, 
constituting as such, the provision made for widows 
and orphans, for younger children and minors, and 
others who from their age, sex, or circumstances are 
incapacitated for taking part in the active pursuits of 
life. The persons thus provided for are also very fre- 
quently persons whose social rank is rather in advance 
of their pecuniary means of supporting it, with whom, 
therefore, a reduction of income will frequently neces- 
sitate, not merely a curtailment of physical enjoyment, 
but a descent in the social scale, a loss of caste and 
position, with the many distressing mortifications which 
such a loss involves. Again, trust money includes the 
property of endowed bodies, of charitable and bene- 
volent institutions, schools, hospitals, and churches, all 
which, with the fall in the value of gold, will be 
deprived of a corresponding proportion of their income, 
and thus find abridged their means of public useful- 
ness. Further, the depreciation of money will fall 
heavily on those, not confined to any class, but in 
general the most deserving of all classes, who seek 
to provide against the precariousness of uncertain 
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incomes, by adopting the practice of life assurance. 
All contracts of this kind are purely monetary contracts, 
and as such based ultimately upon gold ; and with the 
fall in the value of gold, every person in whose favour 
a life is insured will be damnified to the full extent of 
the depreciation. He will receive indeed the same 
nominal sum for which he bargained; but this sum 
will be worth less to him for all the practical pur- 
poses of life. Instead of representing, as is commonly 
imagined, secure affluence, and pensioned idleness — 
interests which may well bear some additional pressure 
— the interests at stake in funded or mortgage property, 
as well as those at stake in life assurance, are among 
the most helpless as well as the most important which 
society comprises. It would be nearer the truth to 
say that they represent the classes on whom a pecu- 
niary loss will inflict the maximum of harm. 

But the loss from the depreciation of money will 
not be confined to the recipients of fixed money 
incomes. Those also will be sufferers by the change, 
though in a less degree and for a temporary period, 
whose remuneration is determined more by custom 
than by competition ; and this description includes a 
much larger number of persons than is commonly sup- 
posed. It includes, e,g,^ two of the three learned 
professions, the medical and the legal, and a not 
unimportant portion of the third. It includes also the 
large number of officials, whether civil or military, 
whether in public or private employment, who are 
hired on yearly salaries. With respect to this large 
class, although their remuneration will probably in the 
end be brought into harmony with the altered state 
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of pecuniary affairs, yet during the period of transition 
the adjustment will always be in arrear of events ; 
and those who are comprised in it will suffer accord- 
ingly. The rise in prices will be very palpable before 
a doctor's or barrister's fee will be increased, or salaries 
in the Civil Service raised. 

On the other hand, it must be remembered (and 
although M. Chevalier has not overlooked this side of 
the question, he has scarcely, we think, given it its 
due weight) that for every loss of this kind there is, 
from the nature of the case, a corresponding gain. If 
the national creditor be mulcted to the extent of one- 
half of his property, the tax-payer pockets an equal 
sum ; if the mortgagee loses, the mortgagor gains ; 
if the professional classes are curtailed in their earn- 
ings, the public who employ them obtain their services 
so much the more cheaply. There is thus in all cases 
a set-off; and this being so, it might seem as if, what- 
ever were the case with individuals, with the com- 
munity as a whole there would be neither loss nor 
gain, neither benefit nor injury. But we must not 
lightly acquiesce in so indiscriminate a conclusion ; for, 
putting aside entirely the substantial injustice involved 
in the discharge of obligations in a sense different from 
that in which they were incurred ; putting aside all 
the dangers of a change affecting deeply an extensive 
mass of interests, and opening to society an ordeal 
which M. Chevalier thinks sufficiently formidable to 
deserve the epithet * revolutionary ; ' putting these 
considerations aside, and considering solely the effect 
of the pecuniary transfer, the question still remains, 
whether the changeis of condition thus produced are, 
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on the whole, salutary or the reverse ; whether they 
conduce to the o^ain or loss — social and moral as well 
as purely economical — of the nation in which they 
occur. We have already stated our opinion that the 
effect of the gold discoveries will be to improve th^ 
physical status of the great body of the people ; and 
this we regard as a gain on the whole sufficient to out- 
weigh all the concomitant evils. Yet we are far from 
thinking those evils either trifling or few. It affords 
slight matter for congratulation that a large number of 
respectable people in narrow circumstances, many of 
them old and helpless, should be deprived of one-half 
of their livelihood in order that tax-payers may be 
discharged from a portion of their fair liabilities; or 
that the recipients of charitable endowments, widows 
and orphans, the sick and infirm, the needy in mind 
and in body, should be stinted in their supplies for the 
purpose of relieving landlords of their encumbrances : 
and as little do we think it a matter for rejoicing that 
the mercantile and manufacturing classes should be 
aggrandized at the expense of physicians, barristers, 
and members of the Civil Service. It may be said, 
indeed, that such a transfer of property tends to 
strengthen the motives to enterprise and accumulation, 
and thus to promote the growth of national wealth. 
But, before conceding much weight to this argument, 
we may ask if the strengthening of such motives be 
at present such a social desideratum, either in Great 
Britain or in the United States (the countries which 
will reap the largest profit from the movement), as 
to be worth procuring at such a cost 

It seems to us that the instincts of commercial 
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enterprise are already sufficiently strong in the Anglo- 
Saxon race, and that it is not so much more wealth 
that we want, as a higher sense of the respon- 
sibilities of wealth, and that more judicious expen- 
diture of it which would accompany more just per- 
ceptions. If this be so, we may well doubt if the 
pecuniary disturbances with which we are threatened, 
are likely to prove as purely beneficial as those whose 
faith in progress is more robust than our own are 
accustomed to describe them. ■ The mode in which 
wealth is distributed is always of more importance 
than its aggregate amount; and a process which 
increases the aggregate amount of wealth only by 
operating on its distribution, is therefore, at best, a 
questionable specific. We have seen what the nature 
of the impending changes is. They will in many 
instances increase, instead of mitigating, existing in- 
equalities of condition. They will enrich the cosmo- 
politan merchant at the expense of the petty trader. 
They will enrich the commercial classes, as a whole, 
at the expense of possessors of fixed incomes, of the 
professional classes, and of salaried employes. Land- 
lords will probably, on the whole, be gainers; they 
will lose temporarily where the outstanding leases 
are long, but they will gain permanently through the 
lightening of their fixed encumbrances; the balance 
of gain being obtained by encroaching on the incomes 
of their mortgagees. The tendency of the movement, 
as amongst the middle and higher portions of society, 
will thus be to aggrandize the wealthy at the expense 
of the indigent ; to tax the more liberal and enlight- 
ened for the benefit of the more narrow-minded and 
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« 

selfish ; to enrich those whose command of wealth is 
perhaps already somewhat in advance of their sense 
of its responsibilities, from the means of classes at 
once more necessitous and more cultivated. These 
are the evils of the change, and against these we have 
to set the benefit to the working classes, and the 
ultimate gain to the world from the opening of new 
and fertile regions to man's industry, and the extension 
of his dominion over the earth. 

That good will on the whole predominate, we 
believe; but let us not, on this account, close our 
eyes to the serious cost at which this preponderance 
of good will be obtained. To a very great extent 
the cost is inevitable and must be met, but some- 
thing may be done towards lessening the evils of 
the crisis by giving timely warning of its approach. 
Means may be found in the framing of settlements 
and leases, and in the selection of investments, to 
mitigate its severity ; the grand rule being, to. avoid 
as much as possible purely monetary securities, such 
as the funds, mortgages, preference shares, and, in 
general, investments the returns on which do not rise 
with the advance in prices and salaries. The fore- 
sight of Lord Burleigh, warned by the changes which 
he saw around him, effected in the sixteenth century 
the partial substitution of corn for money rents, and 
in this way the incomes of colleges and other insti- 
tutions have been preserved, which but for this 
precaution would have long since dwindled into 
insignificance.* The plan adopted under the Tithe 

* [The example of Lord Burleigh may be commended to the wise people 
who are now, in the full flow of depreciation, recommending the compul- 
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Commutation Act, for regulating rent-charge by the 
price of agricultural produce, suggests another means 
by which the Crisis may be moderated. A permissive 
law, facilitating arrangements of this kind, would be 
free from all objection on the score of justice, and 
might be attended with public advantage. But, after 
all is said, I fear it must be confessed that the great 
evils of the transition are not of a kind that can 
be largely alleviated. In the main they must be 
borne, and the sufferers must endeavour to console 
themselves with the reflection, that while "the indi- 
vidual withers," ** the world is more and more." 

POSTSCRIPT. 

The reader will probably be interested to learn the 
course of the gold movement since the foregoing 
essays were written. To enable him to appreciate 
this in connection with what had gone before, it will 
be well to state here the leading facts of the pro- 
duction and distribution of the new gold from the 
outset down to the present time. These I am 
enabled to set forth in a form at once brief and 
authentic, thanks to a series of carefully prepared 

sory sale of corporate property in land and the investment of the proceeds 
in the funds, and this in the interest of the corporations / Lord Burleigh 
was no political economist, but he was an extremely shrewd man, and 
knew what he was about. The supporters of the above proposal no doubt 
consider themselves strong in political economy, and would gladly make 
the science responsible for their projects. Whatever may be thought of 
their economic pretensions, one can at least have no difficulty in admitting 
that they too may know what they are about. Some very large fortunes 
have been made within the last few years ; and it would, no doubt, be 
extremely convenient for some people that land in large quantities should 
suddenly be thrown upon the market. 
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articles which have been recently published on this 
subject in the Economist.* 

The first facts to be noted are (i) the total stock 
of gold in the world at the date of the Californian and 
Australian discoveries, and (2) the rate at which the 
production of gold was taking place in the period 
immediately preceding. These were as follows : — 

The total (estimated) stock of gold in the world 
in 1848, was 560,000,000/. 

As for the annual production, it had varied con- 
siderably since the beginning of the century. In 1800 
it was, according to the best estimates, rather over 
3,000,000/. But at a later period important discoveries 
of gold were made in Asiatic Russia, and for the five 
or six years ending 1848 the annual produce would 
seem to have varied from 5/. to about 8,000,000/. 

Such was the state of things immediately preceding 
1848. In that year the Californian discoveries took 
place, and these were followed by the discoveries in 
Australia in 185 1. For these three years the annual 
average production is set down by the Economist at 
9,000,000/., but from this date the production suddenly 
rose to, for 1852, 27,000,000/., and continued to rise till 
1856, when it attained its maximum of 32,250,000/. 
At this stage a decline in the returns occurred, the 
lowest point reached being in i860, when they fell to 
18,683,000/., but from this they rose again, and for 
the last ten years have maintained an average of 
about 20,500,000/; the returns for the year 187 1 
being 20,811,000/. 

The total amount of gold added to the world s 

♦ See the Economist^ June 29th, August 3rd and 31st, 1872. 
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Stock by this twenty years' production has been about 
500,000,000/., an amount nearly equal to that existing 
in the world at the date of the discoveries : in other 
words, the stock of gold in the world has been nearly 
doubled since that time. 

As regards the distribution of this enormous sum, 
those who desire details will find them very fully and 
carefully tabulated in the articles of the Economist to 
which reference has just been made. For my present 
purpose it will suffice to indicate the main currents of 
the movement ; and these can only be given for the 
period since 1858, that being the year when specie 
imports began to be regularly published by the Board 
of Trade. Since that year the production of gold 
has been about 300,000,000/., and this has been dis- 
tributed through three principal channels. The first 
and largest is that of which the tributaries, flow- 
ing from Australia and California, and in the latter 
case passing through the United States, converge on 
England, whence the body of the stream passes 
on to the Continent of Europe, and in large part 
finally to the East. About 190,000,000/., out of the 
300,000,000/. produced since 1858, have been thus 
disposed of. The stream of next importance is that 
which passes from the new gold countries direct 
to the East, and chiefly to India, by which way 
some 50,000,000/. have been carried offl This dis- 
poses of the whole of the Califomi^n and Australian 
production, with the exception of 26,000,000/., retained 
by Australia for her own purposes. Lastly, there 
is the Russian supply, which appears to have passed 
in large part to France, whence, in greater or less 

M 
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amount, it has been transferred to other Continental 
countries. 

These have been the principal channels of dis- 
tribution ; but an important consideration remains — in 
what proportions have the various countries per- 
manently absorbed the gold thus flowing through 
the channels of commerce ? The following are the 
results arrived at by the Eco7iomtsiy still, the reader 
will recollect, for the period between 1858 and the 
present : — 

Retained in England ;f 68,000,000 

„ in Continental Europe (chiefly in France) 105,000,000 
„ in Portugal and some other countries 

not included in the last entry . . 12,000,000 

„ in South America 8,000,000 

„ in India and the East 90,000,000 

„ in Australia 26,000,000 

♦Total production since 1858 jf 309,000,000 

The only other point connected with the movement 
which it will be needful here to refer to is the net 
addition which, as the result of the whole, has accrued 
to our own currency. As has been seen, it follows 
from the figures given by the Economist^ that of the 
whole amount of gold passing through England since 
1858 (about 190,000,000/.) 68,000,000/. have been 
retained in the country. The question arises, how has 
this sum been disposed of ? The Economist answers 
that 28,000,000/. have been absorbed by our currency ; 

♦ So the figures are set down by the Economist; yet no place is given 
in the table to the United States ; which, including California, must 
surely (notwithstanding the existence of an inconvertible currency) have 
retained some portion of the supplies. 
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60,000,000/. having been coined from the new gold, 
and 32,000,000/. of this having gone abroad. The 
28,000,000/. thus added to our gold circulation would, 
as the Economist remarks, of course be a maximum 
sum. Taking it at 25,000,000/, and accepting Mr. 
Newmarch's estimate of the coin in circulation in 
1857 as 75,000,000/., this would bring our gold currency 
at the present time up to 100,000,000/. — rather more 
than double the amount estimated by Mr. Newmarch 
as in circulation a few years previous to 1848. As- 
suming the facts to stand thus, our gold circulation 
would have been about doubled since the gold dis- 
coveries. This, however, only accounts for, at most, 
28,000,000/ out of the 68,000,000/. retained in one 
form or another in the country since 1858 ; and here a 
question arises as to what has become of the remaining 
40,000,000/ retained at home, but not entering into 
the circulation } The answer given to this question 
by the Economist appears to me, I confess, the least 
satisfactory part of its statement. It in effect amounts 
to this, that, allowing for 12,000,000/ as probably 
existing in the form of foreign coin, partly in the 
reserves of the Bank of England, and partly in the 
hands of exchange dealers, the remainder — 28,000,000/. 
— has been used up for purposes of art and manu- 
facture; in other words, that the United Kingdom 
has, in this way, consumed about 2,000,000/ of gold 
annually since 1858. As far as appears, there are no 
grounds for supposing such a consumption except the 
difficulty of otherwise accounting for the gold. For 
my part, in presence of M. Chevalier's facts and argu- 
ments on this subject, I find it quite impossible to 

M 2 
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accept this explanation, and should even prefer to 
believe, were there no other alternative, that a con- 
siderable portion of the missing sum had somehow 
escaped from the country without getting into the 
Government returns. 

The foregoing statements g^ve an outline of the 
movement during the period under review, so far as 
gold is concerned ; but the real character of its effects 
on the monetary systems of the world cannot be under- 
stood without taking into account the simultaneous 
operations in silver. For example, one of the most 
important considerations connected with the subject 
is the proportions in which the additions made to the 
monetary stock have been absorbed by the different 
commercial countries. From the table g^ven above 
it would seem as if the Continent of Europe was the 
largest absorbent — larger even than India and the 
East ; but in point of fact the greater portion of the 
105,000,000/. of new gold retained by Continental 
Europe has been employed in substitution for silver 
formerly existing in her currencies, the silver thus 
parted with having in the main been passed on to the 
East The addition therefore made to the metallic 
currencies of the Continent, as the result of the gold 
movement, is greatly less than the mere gold statistics 
would indicate ; while the addition made to Oriental 
currencies is very much greater. I have no data from 
which to estimate the precise amount thus transferred, 
nor is there any need here to go into details. A 
single fact will suffice to give an idea of the scale on 
which this silver movement has been proceeding. I 
find that the amount of silver which passed to the 
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East by way of Egypt alone during the last fifteen 
years has amounted to no less than 95,030,000/. ; of 
this the greater portion was taken from the currencies 
of Europe, and principally from that of France, and 
the whole has been added, over and above the 
90,000,000/. of gold stated above, to the currencies of 
India and the East. The largest absorbents, there- 
fore, of the vast additions now being made to the 
monetary stock of the world have not been the coun- 
tries of Continental Europe, but Oriental countries, 
mainly India and China. We thus find, in conformity 
with the mode of distribution described in the third of 
the foregoing essays, that, although England and the 
United States receive the chief portion of the new 
supplies in the first instance, yet of these only a small 
part is retained permanently in their currencies. The 
rest is passed on to the Continent of Europe and to 
Asia ; while, again, of the portion sent to the Continent 
probably the largest part finds its way ultimately to 
the East, not indeed always in the form in which it 
entered the Continent, — not, that is to say, as gold, — 
but in that of silver, into which it has been transmuted 
on the way. 



V. 

CO-OPERATION IN THE 
SLATE QUARRIES OF NORTH WALES.* 

The public must now be tolerably familiar with the 
story of the Rochdale Equitable Pioneers, and of 
the numerous societies, founded upon the same prin- 
ciples, which in various parts of the country have 
already accomplished such great things for the working 
people, and given earnest for the future of still 
greater achievements in their behalf It has heard 
something also of other and more genuine examples 
of *' co-operation," — where associates not only trade 
but " work " together, where the labourers are also 
the capitalists, and wages and profits return to the 
same hands ; experiments which, small as have been 
the actual fruits they have hitherto yielded, form 
yet, in the opinion of those who have most deeply 
pondered the problem of industrial reform, the most 
solid grounds of hope for the future permanent eleva- 
tion of the labouring class. f But there is, besides 

* MacmillafVs MagazitUy January 1865. 

f Sec an article of great interest in the IVestminster Review for April 
1864, entitled "Strikes and Industrial Co-operation," in which the whole 
subject is handled with remarkable ability and knowledge. 
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these, a third species of "co-operation," prevailing 
throughout some large industries in Great Britain, 
which has not, so far as I am aware, received any con- 
sideration in the numerous and instructive discussions 
which have within the last few years taken place upon 
this subject, but which is nevertheless well worthy 
of attention. I refer to the method of employing 
labour which prevails extensively in mining and other 
analogous occupations, and is known as the ** bargain " 
or ** contract " system. Having lately had an oppor- 
tunity of witnessing this system in the slate quarries 
of North Wales, I propose to describe briefly the 
method and its results. It will, I think, be seen that 
it is a genuine instance of " co-operation '* — one, more- 
over, which exhibits the beneficial tendencies of that 
plan in some respects in even a more striking light 
than other and better known examples. 

The mountains of North Wales, as is well known, 
constitute the principal source of the wealth of that 
region. They are extremely metalliferous, containing 
lead and copper ore, besides sulphur ; but their most 
important constituent is the slate formation. Veins 
of this rock, varying in thickness from four and five 
to four and five hundred yards, and traceable, in 
some instances, for a length of many miles, traverse 
the country, but more especially the* mountain ranges 
of Caernarvon and Merioneth. The importance of the 
industry to which they give occasion may be judged 
from the fact, that three slate quarries — those of Pen- 
rhyn, Llanberis, and Festinog — give employment to 
not fewer than 7,000 men, representing a population 
of perhaps 20,000 persons. These are, indeed, by 
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much the most extensive of the slate quarries in that 
region, but they form but a small fraction of the whole 
number. It is impossible to wander in any direction 
over the mountains of those two counties without 
finding abundant evidence how widely the popular 
enterprise is engaged in this branch of production. 
No mountain side is so inaccessible that the slate pro- 
spector has not reached it, and the most secluded glens 
and passes are heard to echo the thunder of the 
quarrier s blast. 

The great majority of the slate quarries are worked 
by companies — either private co-partneries or joint 
stock- companies ; but a few, and notably the two 
largest — the quarries of Penrhyn and Llanberis — are in 
the hands of individuals, the proprietors of the moun- 
tains where the slate-formation occurs. In the former 
case the capitalist or capitalists working the quarry pay 
a royalty, which is generally one-twelfth of the produce. 
It must be observed that the slate does not, as is 
frequently supposed, and as might be inferred from a 
cursory glance at a slate quarry, constitute the mass of 
the mountain in which the quarry is cut. It runs in 
distinct veins which, on rising towards the surface, de- 
teriorate, — a circumstance to which is due the risk 
which this mode of employing capital so largely in- 
volves ; for it is always dilfificult to say from the 
appearance of the vein at the surface what may be 
its quality at a lower depth. Before this can be 
known, a mass of from two or three to sometimes 
twenty or even thirty yards in vertical depth must be 
removed — a tedious and costly operation, which must 
be completed before slate-quarrying, properly so called, 
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begins, and which is often performed to no purpose ; 
the quality of the rock, when thus ascertained, not 
proving such as to justify the further prosecution of 
the work. Cases have been mentioned to the writer 
of quarries having been abandoned after 20,000/., of 
others having been given up after 80,000/., had been 
expended on preliminary operations. This incident 
of slate-quarrying serves to explain what will be pre- 
sently referred to — the unwillingness of the working 
quarriers to embark their savings in this kind of 
speculation. 

The business of making slates is an exceedingly 
simple operation — one, however, which not the less 
demands from the workman no small amount of intelli- 
gence, exactness, and dexterity, besides a good deal of 
practical acquaintance with the nature of the materials 
with which he has to deal. It consists in detaching 
the slate formation in blocks from the mountain side ; 
in sawing the blocks when thus detached into suitable 
sizes; lastly, in splitting and dressing, so as to bring 
them into proper shape — a process which is performed 
sometimes by machinery, but more generally by hand 
labour. It is to the industrial arrangements by which 
this operation is carried out that it is desired now to 
invite the reader s attention. They are as follows : — 
The portion of the slate which it is proposed to work 
is divided into sections caref\illy marked out, which 
are let out as ** bargains" to as many small co-part- 
neries, consisting generally of three or four working men. 
These co-partneries ** contract " to produce slates — 
each from the section of the rock assigned to it — 
according to sizes and shapes at so much per thousand. 
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The men who take part directly in these contracts 
form, perhaps, a third of the whole quarrying popula- 
tion ; they are, as might be expected, the older, more 
experienced, and better-off portion ; the remainder 
are employed by them as labourers at fixed wages 
under the name of "germyns,'* apparently the Welsh 
equivalent for " navvies." The capital employed in 
the undertaking is furnished principally by the pro- 
prietors or lessees, as the case may be, of the quarry ; 
but a portion is also provided by the "contractors." 
Thus the former supply the larger and more expensive 
machinery, such as the tramways, waggons, steam- 
engine, if there be one, pumps, slate-saws and planes, 
&c., while the latter furnish the smaller tools, as well 
as the gunpowder used in blasting. The practice, 
moreover, being to pay wages monthly, this supposes, 
on the part of the workmen — unless so far as they 
may have recourse to the pernicious aid of the tally- 
shop — an amount of saving sufficient, at least, to 
support them during this interval of delay. The 
relations of the actual workers having been established 
on this footing, and the contracts entered into, the 
functions of the principal capitalist or capitalists are 
thenceforward of an extremely limited kind ; they 
consist chiefly in keeping the machinery in proper 
order, and seeing to the number and quality of the 
slates turned out. As for the rest — the plan of opera- 
tions adopted, the distribution of the labour, its super- 
intendence and reward — of all this the " contractors " 
undertake the sole and entire charge. It should be 
added that the ** contracts " are supplemented by an 
understanding, doubtless originating in the felt neces- 
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sity of mitigating for the working men the inevitable 
risks of such undertakings, to the effect that, where 
from the inferior quality of the rock, as ascertained on 
trial, the returns fall below a certain standard, the 
reduced earnings of the " contractors " shall be aided 
by a " poundage," or additional allowance, varying 
inversely with the amount of their gains. This 
poundage, so far as I could make out, though for the 
most part regulated by custom, is also in some degree 
discretionary on the part of the owner of the quarry, 
and is not the same for all districts. It applies, how- 
ever, only to the less fortunate class of ** bargains ; " 
the better " bargains " are amply remunerated within 
the terms of the contract. 

Such, in brief, are the arrangements under which 
industry in the Welsh slate quarries is carried on. I 
think it will be seen at once that this ** contract 
system'' constitutes a true case of ** co-operation." It 
is at least certain that it fulfils what I venture to think 
are the most important conditions of that method of 
industry : there is associated effort ; there is common 
interest in the results of the work ; and these results 
depend, subject to the natural conditions of the case, 
and the customary qualification of the strict contract 
just indicated, directly on the energy, skill, and mutual 
good faith with which the workers perform their part. 
It has also been said that the '* contractors " advance a 
portion of the capital ; but I should not be disposed to 
attach much importance to this as a distinctive feature 
of the ** contract system ;" for, though as a matter of 
fact the men who take part in contracts have generally 
accumulated some little capital, and though this cir- 
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cumstance no doubt facilitates in some degree their 
proceedings in carrying out the undertaking, still the 
possession of capital does not by any means constitute 
an indispensable condition to becoming a contractor, 
it being always easy for a man of good character to 
obtain the requisite tools and materials on credit from 
small shopkeepers established in the quarrying dis- 
tricts, and established chiefly with a view to supplying 
such needs. The only item of capital which in prac- 
tice the contractor is in the habit of advancing is the 
money expended on his own support during the 
monthly interval that elapses before the returns to his 
industry come in ; and, so far as this is concerned, the 
" germyn " whom he employs — a labourer at fixed 
wages — has an equally valid title to take rank as a 
capitalist ; the earnings of the " germyn " being also 
postponed for the same period of time. The value 
of the experiment, therefore, and that which entitles it 
to be regarded as an example of ** co-operative " 
industry, lies, in my opinion, in the other conditions to 
which I have referred — in the fact that the system 
enlists working men in a joint undertaking, of which 
the results for them depend in large part on the skill, 
energy, and conscientious zeal with which it is carried 
through. 

And now let us endeavour to appreciate the bearing 
of these conditions on the well-being of the quarrying 
community. We shall consider in the first place the 
position of the contractor, who, as I have already said, 
represents about a third of the whole quarrying popu- 
lation. He will not, of course, for a moment be con- 
founded with the important and generally wealthy 



v.] SLATE QUARRIES OF NORTH WALES, 173 

personage by whom our railways and great public 
works are carried on. The latter, a capitalist pure 
and simple, has no other relations with the actual 
workers than that of paymaster. But the contractor 
of the slate quarries is himself a manual worker — 
generally, indeed, a skilled worker, taking to himself 
the more difficult processes of the undertaking, but 
still in the strictest sense a working man — working in 
the same place, and often at the same operation, as the 
labourer whom he employs, and socially in no respect 
his superior. But, though a manual labourer, our 
contractor is also something very different from the 
ordinary labourer for hire. His remuneration is no 
fixed sum, but depends upon the success of his 
exertions, which he has therefore the strongest interest 
to increase to the utmost. Nor, again, is he to be 
confounded with the labourer at task-work. In the 
first place, the undertaking in which he embarks is of 
an altogether more important character than any that 
falls to the lot of the ordinary task-work labourer. 
Before he commits himself to his engagements, a 
calculation, not altogether free from complication — 
requiring, besides an acquaintance with arithmetic, 
and a tincture of mathematics, some practical know- 
ledge of the different qualities of certain rocks — 
must be performed. Then the undertaking itself com- 
prises several distinct operations — quarrying, cleav- 
ing, dressing — the carrying out of which, effectively 
and economically, calls for deliberation, forethought, 
and organizing skill. Again, the contractor, while a 
labourer himself, is also a purchaser of the labours of 
others, holding towards his "germyn" the position 
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of a capitalist proper, and is thus led to look at the 
business of production in some degree from the point 
of view of an employer, — a circumstance which may 
go some way in accounting for the noteworthy fact, 
that in the districts of the slate quarries strikes are 
unknown. Lastly, and to this I attach the greatest 
importance of all, the contractor is a member of a 
partnership, acquiring rights and incurring respon- 
sibilities in relation to his fellow-contractors, taking 
part in their labours on equal terms, sharing their 
anxieties, and interested in common with them in the 
ultimate result of their common efforts. 

But the influence of the arrangements I have 
described is not limited to the class which comes 
immediately under their operation. A circumstance 
which gives especial importance to the status of the 
contractor in the slate quarry is that, placed as nearly 
as possible midway between the position of the 
ordinary labourer and that of the capitalist pure and 
simple, it forms an easy stepping-stone for the eleva- 
tion of the masses from the precarious position of 
dependence upon the general labour-market, — a 
position which, if there be value in experience, is 
absolutely incompatible with any substantial and per- 
manent improvement of their state. 

The mode in which the ascent is made will be illus- 
trated by a remark made to the writer by the lessee of 
the Dolwydellan slate quarry — a gentleman to whose 
kindness he is indebted for most of the information 
contained in this paper. In reply to a question with 
reference to a difference in the rates of wages pre- 
vailing in different localities, he observed that the men 
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before us would be very slow to leave their present 
occupation even for the prospect of a considerable 
advance in their wages — ** because," he explained, 
pointing to a large quarry hole filled with water, " so 
soon as this is pumped dry, there is not a man amongst 
them who does not know that he will have a chance 
of a share in the new contracts which will then 
be opened." Thus the labourers who have not yet 
attained to the rank of contractors are ever working in 
full view of an early promotion to this position, their 
attainment of which, however, depends entirely on their 
success in recommending themselves to the favourable 
consideration of the owner of the quarry, as well as to 
that — an equally important condition — of their own 
fellow-workmen, without whose approval and co- 
operation they would hope in vain to take advantage 
of the opportunities which are daily opening. Even 
the less important class of workmen, who are employed 
in clearing away refuse, also pass occasionally into the 
ranks of the quarriers proper, and ultimately into those 
of the contractors, and thus feel in some degree the 
stimulus which such prospects supply. The whole 
society is thus kept constantly under the incentive of 
the public opinion of the elite among its own members 
— a state of things which serves to diffuse throughout 
the entire organization an influence of the healthiest 
kind. 

Nor has the beneficent tendency of these arrange- 
ments failed to become effectual in the actual condition 
of the population of the slate quarries. Their ordinary 
earnings, according to information supplied to me from 
various sources, may be set down as follows : — 
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For carters of refuse, from I2J. to \*js, per week. 
For " germyns " (quarriers at fixed wages, many of whom are 
mere boys), \2s, to 2ar. per week. 

In the case of the contractors the variations are 
much more considerable ; the results ranging from 3/. 
to 8/., and occasionally to 10/. per month. In a small 
quarry near Dolwydellan which I visited, three con- 
tractors had just concluded a " bargain," in which they 
had netted for the month of July the sum of 9/. each. 
On the whole, so far as I could make out, the 
earnings of the contractors average something like 
5/. monthly. 

These rates are, I should suppose, about equal to 
those prevailing in corresponding occupations — I mean 
occupations in which the toil, risk, and skill are about 
the same — in the most favoured industrial districts in 
England ; and such a result is surely very creditable 
to the industrial system of Wales. For it must be re- 
membered that capital is very far from increasing with 
the same rapidity in Caernarvonshire and Merioneth- 
shire as in (say) Lancashire and Staffordshire ; while, 
on the other hand, owing to the general ignorance of 
the English language which prevails in the former 
counties, — a circumstance which cannot but operate 
in some degree as an impediment to emigration, — 
the relief afforded by this safety-valve to the labour 
market there is likely to be considerably less than 
in other portions of the United Kingdom. The ex- 
ternal conditions affecting wages in the Welsh counties 
are therefore decidedly less favourable than they are 
in the more progressive districts of England ; and yet 
the labouring classes in the former localities are, it 
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seems, comparing analogous modes of labour, equally 
well off. The explanation, as will be anticipated, is 
to be found in the slower, movements of population in 
the Welsh districts. In Caernarvonshire population 
advanced in the decade 1851 to 1861 at the rate of 
9 per cent. ; in Merionethshire at the rate of 3 per 
cent. ; in both counties at an average rate of 6 per 
cent. ; while over the whole of England and Wales 
population during the same period went forward at 
the average rate of 12 per cent., and in the more 
prosperous parts of the country — for example in Lan- 
cashire and Staffordshire— at the rates respectively of 
20 per cent, and 23 per cent.* 

The comparatively slow growth of capital in those 
counties of North Wales is thus, as regards its effect 
on the condition of the people, neutralized by a growth 
of population proportionately slow ; and the practical 
result is a rate of remuneration fully up to the English 
level. The defect in respect to material conditions is 
compensated by greater vigour in the moral. Now, I 
think it is impossible not to connect this satisfactory 

* I do not give these figures as accurate exponents of the relative 
growth (by way of natural increase) of population in the several districts. 
No doubt the results in all instances have been much modified both 
by emigration and by migration within the limits of Great Britaip, So 
far as the former cause is concerned, the probability is, for the reason 
stated, that, could its effect be ascertained (unfortunately the Emigration 
Reports do not distinguish the natives of Wales), the result would con- 
siderably strengthen my case. And as regards the latter, though there 
is no doubt a considerable Welsh movement towards the manufacturing 
centres of England, this proceeds in the main from the agricultural dis- 
tricts ; while, to be set against this, there is an Irish immigration into 
Wales. On the whole, I think the figures I have given may be accepted 
for the purpose for which they are adduced, as corroborative illustra- 
tions of tendencies which there are independent grounds for believing 
to exist. 

N 
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state of things with the regime of industry under 
which it has come to pass. Indeed, to what else can 
it be ascribed ? Religious influences, no doubt, are 
powerful in North Wales. Nothing apparently can 
exceed the activity and zeal of the Dissenting bodies ; 
and the good effect on the morals and general de- 
meanour of the people is very observable. But, how- 
ever compatible a strong sense of religion may be 
with worldly prudence in those matters on which the 
growth of population depends, the mundane virtue 
can yet scarcely be regarded as a specific religious 
result : certainly it is not one which it is usual to hear 
inculcated from the pulpit. Nor can the fact be attri- 
buted to education in the ordinary sense of the word ; 
for, notwithstanding the strongly pronounced literary 
instincts of the Welsh people, literary education in 
North Wales seems to be in a decidedly backward 
state. Improvements, it is said, of an important kind 
have in recent years been effected in the primary 
schools ; but this has occurred since the mass of the 
present generation of Welshmen have entered upon 
active life. It is rare, out of the principal towns, to 
find working people over the age of thirty who can 
exchange more than a few words of English : hundreds 
of thousands cannot accomplish even this little : and 
even in the towns it is not uncommon to meet sub- 
stantial shopkeepers who are unable to sign their 
names to their own bills. In one quarry I was told 
that some considerable number of the workmen were 
unable to read and write. It is therefore not to the 
superiority of their school instruction that the indus- 
trial population of these Welsh counties are indebted 
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for the remarkable circumspection and self-control 
which they display in their most important social 
relations. I can only regard this phenomenon, there- 
fore, as the fruit of that practical training in habits 
of thrift and wise foresight which is provided for 
them in the industrial system under which they live. 
It thus appears that, in point of pecuniary returns, 
the position of the Welsh quarriers does not suffer by 
comparison with that of workmen in analogous occu- . 
pations even in the most prosperous districts of Eng- 
land — districts far more favourably circumstanced, as 
regards the physical conditions affecting the remunera- 
tion of the labourer, than those of the slate quarries. 
But mere pecuniary return affords after all but an 
inadequate criterion of the labourer's condition. Fully 
as important as the amount which he earns is the 
mode in which his earnings are spent ; and it is here 
that the peculiar strength of the co-operative principle 
comes into play. Those who have watched the work- 
ing of "co-operative stores" have been struck with 
their effect in awakening and stimulating the saving 
spirit among the working classes — a result which has 
been attributed to the strong temptations to frugality 
presented by those establishments, in the opportunities 
they afford for investing small sums at a fair rate of 
profit In the particular form of co-operation, how- 
ever, to which I have in this paper called attention, 
this incident of the co-operative plan as it is conducted 
elsewhere — the provision, that is to say, for small 
investments —does not exist. As I have already inti- 
mated, to qualify a man for taking part in a " bargain," 
no capital is needed beyond the moral capital of g. 

N 2 
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good character. Even should he be in a position to 
decline the credit which is readily extended to him, 
the amount required for the purchase of such imple- 
ments and tools as it falls to his share of the bargain 
to provide would be exceedingly small. Nor does 
he find in the other branches of industry flourishing 
around him those special opportunities which are 
wanting in his own. Co-operative stores have indeed, 
as I have been informed, been established in one or 
two localities in North Wales, and with excellent 
results : but they do not yet exist on such a scale that 
they can be supposed to have sensibly affected the 
habits of the people. As regards the larger operations 
of slate quarrying, they are, as it happens, peculiarly 
ineligible as a field for small investments. This will 
at once be understood if regard be had to what has 
been already stated — that the amount of capital re- 
quired to start a slate quarry is very large, while the 
risk of the speculation is very great. The former 
obstacle might indeed be overcome by recourse to the 
joint-stock expedient, were the joint-stock plan capable 
of being applied with advantage to this branch of 
production ; but this seems not to be the case ; at 
least, so think the working quarriers, and their opinion 
would seem to be borne out by facts.* In the case of 

♦ Numerous joint-stock companies are at present (1864) working 
quarries in North Wales ; but, as a rule, I understand they are not 
flourishing concerns ; all the most prosperous undertakings being in the 
hands of individuals or private co-partneries. The reasons for the 
superiority of the latter are apparent enough. There is no need that the 
business organizations of such an undertaking should be other than 
extremely simple. In Penrhyn Quarry, for example, where the operations 
are on an immense scale, the entire business of keeping the accounts, &c 
is performed by two clerks. This cannot but give a great advantage to 
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the population of the slate quarries, therefore, there 
seems to be an entire absence of those special incen- 
tives to frugality and providence which have been 
incidents of the co-operative plan in its better-known 
forms. Nevertheless frugality and providence are 
found to characterize this population in a remarkable 
degree. The mere fact that, according to the prevail- 
ing custom, wages are paid at so long an interval as 
once a month, implies of itself a considerable fund of 
accumulated savings existing among the body of thfe 
people. But this would give but an inadequate idea 
of their saving disposition. It is, I am assured, quite 
common to find in the ranks of the contractors men 
who have laid by from one to three and four hundred 
pounds. In one quarry which I visited, a man was 
pointed out to me — a manual labourer — who was 
known to be in receipt of between 80/. and 100/. a 
year, independently altogether of his current earnings 
— the return on capital saved and invested. This, no 
doubt, was an extraordinary case, but not, I was 
assured, by any means without a parallel. Well, 
where is the field for the investment of these consi- 
derable accumulations ? A portion goes into agricul- 



tndividuals and small co-partneries over the necessarily more cumbrous 
organization of a joint-stock company. Again, the special knowledge and 
singleness of design which are so essential in this branch of industry are 
much more likely to be realized by individuals, or associations consisting of 
a few partners, than by a more numerous body. In addition to the reasons 
mentioned in the text, it is probable that some distrust of the Saxon 
enters into the Welsh workman's reluctance to commit his savings to 
undertakings which are carried on largely by Saxon capital : this seems 
to be expressed in his proverb : " Os byth y gweli sais ac engine yn 
dyfod ir gwaith pacia dy bethan." [When you see an Englishman with 
his engine coming^ to the work, pack and be off.] 
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ture ; prosperous quarrymen turning farmers in their 
latter days, or sometimes combining with farming pur- 
suits occasional adventures in their old line. Retail 
trade again absorbs some. But probably the largest 
part of the funds finds its way into the associations 
known as " building societies." These ** building so- 
cieties " might with more propriety be called loan 
societies ; their functions consisting in advancing 
money to be invested in building speculations, which, 
though for the most part undertaken by the members, 
are yet carried on on individual account, resembling in 
this respect the ** Vorschussvereine " described by Pro- 
fessor Huber. in his interesting paper on ** Co-opera- 
tion."* These societies are extremely popular with 
the workmen ; and as to their range of operations, the 
reader will be able to form some notion when I state 
that several considerable towns in North Wales have 
been almost entirely built by the capital supplied 
through this agency. Thus the pretty town of Beth- 
esda, within five miles of Bangor, is almost entirely 
the creation of the enterprise of working men deriving 
their funds from this source. Llandudno, Rhyll, and 
Upper Bangor owe their existence in large part to the 
same cause. As to the substantial comfort in which 
the people of the quarry districts live, no one who has 
visited these districts will, I think, feel any doubt 
Nor is it comfort merely. The style and finish of the 
workmen's houses are very remarkable, more particu- 
larly in Bethesda and the neighbourhood of the Pen- 
rhyn quarries, where the elegant model furnished by 
Colonel Pennant in his own village has been turned to 

♦ Published in the " Social Science Transactions " for 1862. 
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excellent account. A feature in the architecture is 
the variety of modes in which the staple material is 
brought into requisition. Roofing is but a small part 
of the purposes to which the slate is applied : there 
are slate door-posts, slate window-settings ; the ground 
story IS generally flagged with slate, which makes its 
appearance besides in many places where one would 
little expect to find it. I know not whether the 
extreme cleanliness of the Welsh is to be attributed in 
any degree to the advantages of this material ; but 
they are certainly pre-eminent in this virtue. The 
exquisite neatness of some of the cottages in Bethesda 
and Trefriw is such as I imagine would not easily 
be matched out of Holland. The kitchen-parlour is 
quite a marvel of cleanliness, tidiness, and order — 
with its slate floor swept till it shines, its *' varnished 
clock " clicking " behind the door," and its furniture, 
though mostly made of common wood, polished to 
such brightness that it does not pale even before the 
constellations of brass knobs which glitter all around. 
In the village where I was staying I have watched an 
old woman who lived on the opposite side of the 
street come out in showery weather to scrub her door- 
slab clean as fast as it was soiled by the footsteps of 
each careless passer-by : the apparition would follow on 
the clearing away of a shower almost with the regu- 
larity of the lady in the toy barometer. Nor should 
we omit to say that some attempt at a library is rarely 
absent from these quarriers' cottages. The selection 
may not contain the newest publications, and is not 
perhaps very choice; but at least it shows literary 
aspirations — a soul for something above the quarry. 
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The Bible, generally in Welsh, I observed, held a 
constant and honoured place in the literary store. 

The simplicity of character and kindness of heart 
among the poorer classes of Welsh people are very 
striking and attractive. In illustration of these 
qualities I may mention an admirable trait, which 
may, I think, be fairly connected with their co-opera- 
tive system. 

The occupations of the slate quarry involve, as may 
readily be believed, no small amount of risk to the 
limbs and lives of those who engage in them ; the 
accidents from blasting, falling in of rocks, &c. being 
unfortunately very numerous, and frequently fatal ; 
and, as might be expected, there is no lack of provision 
against such disastrous contingencies. Besides the 
ordinary friendly societies which flourish in immense 
numbers all over the country, no quarry of any im- 
portance is without its sick club. Numerous associa- 
tions exist framed with a special view to compensate 
for the losses incident to mutilation and death. But 
such machinery does not satisfy the cravings of the 
fraternal feeling that subsists among the workmen. 
The assistance from this source is almost invariably 
supplemented, where the accidents are of a serious 
nature involving calamitous consequences to the 
family of the injured man, by voluntary contributions 
raised among his fellow-workmen. " As a class," 
writes a correspondent, himself extensively engaged 
in this business, to whom I have already expressed 
my obligations, — " As a class, quarriers are very liberal. 
If by accident a father of a family is killed, the wife 
*will go through the quarry and frequently gets (if 
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her husband has been a man of good character) from 
10/. to 20/. At other times collections are made in 
the chapels, and almost in every instance they show 
great liberality." He adds that these occurrences are 
unfortunately very frequent ; several such calls on the 
workman's pocket having quite recently Vxren made in 
a single quarry in the short space of a few months. 

Such, then, is the " contract system " of the slate 
quarries, and such are its fruits. Divested as it is of 
certain extraneous advantages which accompany other 
forms of " co-operation," it sets, as it seems to me, in 
all the stronger light the inherent virtue of the prin- 
ciple itself — the principle of combining the exertions of 
labourers towards a common result in which they have 
a joint interest — an interest var)'ing with the success 
of their common efforts. The results here obtained 
are obtained not so much through the increased force 
of the external inducements to prudent or righteous 
conduct, as by strengthening the character of the 
workman, calling into action qualities of mind which 
in the ordinary condition of the labourers life lie 
dormant, enlarging his mental horizon, stimulating his 
reflective powers^ widening his sympathies — in a word, 
developing those principles and habits which furnish 
the only solid basis for any permanent improvement of 
his state. 

How far the particular arrangement which I have 
described admits of being extended to other depart- 
ments of production is what actual experiment can 
alone determine. Prima faciei it would seem that 
one condition only was indispensable to its adoption — 
the possibility of splitting up the work to be done into 
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a number of small and independent tasks. It is at all 
events certain that the success of the plan in the 
instances in which it has been tried has been remark- 
ably great ; and this, considered with reference to 
commercial, no less than to social results. As an 
expedient for the practical solution of the labour- 
problem, the weakness of the ** contract system " seems 
to me to lie in the fact that under it the labourer and 
the capitalist are still distinct persons ; the two capa- 
cities do not coalesce in the same man. The difficulty 
which, under the ordinary relations of labour and 
capital, occurs in settling the rate of wages might 
equally occur under the '* contract system " in settling 
the terms of the contract. That it does not in prac- 
tice arise is to be ascribed, I imagine, chiefly to the 
circumstance to which I have already adverted — the 
double capacity in which the contractor acts, as at 
once employer and employed ; and, for the rest, to 
the general intelligence which the system engenders. 



VI. 



POLITICAL ECONOMY AND LAND.* 

Various as have been the schemes recently offered 
to public notice for the settlement of the Irish land 
question, one feature is noticeable as more or less 
prominently characterizing them all — a profound dis- 
trust of Political Economy. Just in proportion as a 
plan gives promise of being effective, does the author 
feel it necessary to assume an attitude, if not of 
hostility, then of apology, towards this science. It 
is either sneered at as unpractical and perverse, or 
its authority is respectfully put aside as of no account 
"in a country so exceptionally situated as Ireland." 
This state of opinion is perfectly intelligible. In 
its earlier applications to practical affairs Political 
Economy found itself inevitably in collision with 
numerous regulative codes, partly the remnants of 
feudalism, partly the products of the commercial doc- 
trines of a later age, but all founded on the principle 
of substituting for individual discretion the control 
of those in power. It thus came naturally to be 

♦ ForLni^ktly Rn'iew^ January 1870. 
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identified with the opposite principle ; and was known 
to the general public mainly as a scientific develop- 
ment of the doctrine of laissez-faire. The Free-trade 
controversy of course gave great prominence to this 
side of' the system, and of late the idea that all 
Political Economy is summed up in laissez-faire has 
been much fostered by the utterances of some public 
men and writers, who have acquired a certain repu- 
tation as political economists, chiefly, it would seem, 
through the pertinacity with which they have enforced 
this formula, insisting on its sufficiency, not merely in 
the domain of material interest, but over the whole 
range of human life. If laissezfaire is to be taken 
as the sum and substance of economic teaching, it 
follows evidently enough that intervention by the 
State to determine the relative status of those holding 
interests in the soil involves an economic heresy of 
the deepest dye ; and it is not strange, therefore, that 
those who accept or defer to this idea of the science 
should, in attempting to deal with the Irish problem, 
evince some susceptibility in reference to Political 
Economy. In effect, it is very evident that two 
courses only are open to economists of this hue. 
Either they must hold by their maxims, and, doing 
so, remit the solution of the Irish difficulty to civil 
war and the arbitrament of armed force ; or, accepting 
the plea of Ireland's exceptional condition, they must 
be content to put aside their science for the nonce, 
and legislate as if it were not. The latter is the 
course that fortunately has for the most part been 
taken. Economic laws — so it seems now to be agreed 
upon by thinkers of this school — do not act except 



VI.] POLITICAL ECONOMY AND LAND. 189 

where circumstances are favourable, and have no 
business in a country so unfortunately situated as 
Ireland. This is one view of the relation of Political 
Economy to such questions as that presented by the 
present state of Ireland. In my opinion, it is a 
radically false, and practically a most mischievous 
view ; one, therefore, against which, alike in the 
interest of the peace of Ireland and for the credit 
of economic science, I am anxious with all my energy 
to protest. I deny that economic doctrine is summed 
up in laissez-faire; I contend that it has positive 
resources, and is efficacious to build up as well as 
to pull down. Sustained by some of the greatest 
names — I will say by every name of the first rank 
in Political Economy, from Turgot and Adam Smith 
to Mill — I hold that the land of a country presents 
conditions which separate it economically from the 
great mass of the other objects of wealth, — conditions 
which, if they do not absolutely and under all circum- 
stances impose upon the State the obligation of con- 
trolling private enterprise in dealing with land, at least 
explain why this control is in certain stages of social 
progress indispensable, and why in fact it has been 
constantly put in force, wherever public opinion or 
custdln has not been strong enough to do without it. 
And not merely does economic science, as expounded 
by its ablest teachers, dispose of cL priori objections 
to a policy of intervention with regard to land, it even 
furnishes principles fitted to inform and g^ide such 
a policy in a positive sense. Far from being the 
irreconcilable foe, it is the natural ally of those who 
engage in this course, at once justifying the principle 
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of their undertaking, and lending itself as a minister 
to the elaboration of the constructive design. 

As regards the main ground on which the distinction 
between land and other forms of wealth depends, 
little more needs be done than unfold the argument 
contained in a few weighty sentences in which Mr. 
Mill has summed up the case : — ** Moveable property 
can be produced in indefinite quantity, and he who 
disposes as he likes of anything which, it can be fairly 
argued, would not have existed but for him, does no 
wrong to anyone. It is otherwise with regard to land, 
a thing which no man made, which exists in limited 
quantity, which was the original inheritance of all 
mankind, and which whoever appropriates keeps others 
out of its possession. Such appropriation, when there 
is not enough left for all, is, at the first aspect, an 
usurpation on the rights of other people." Where 
wealth is provided by human industry, its having value 
is the indispensable condition to its existence — to its 
existence at least in greater quantity than suffices for 
the producer s own requirements ; and the most ob- 
vious means of rendering this condition efficacious as a 
stimulus to irfdustry is to recognize in the producer a 
right of property in the thing he has produced. This, 
I take it, is, economically speaking, the foundation on 
which private property rests, and is, if I mistake not, 
the most solid and important of all the reasons for the 
institution. It is one which applies to all the products 
of human industry — a category comprising (with some 
unimportant exceptions) moveable wealth in every form, 
as well as some forms of immoveable wealth, but which 
obviously can have no application to a commodity 
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which " no man has made."* It has been urged, 
indeed, that this reasoning is not rigorous, and that 
strict logic would require us to extend the description 
given of land to every form of wealth, moveable as 
well as immoveable, elaborated by the hand of industry 
or still lying crude in the earth, since, in the last resort, 
all is traceable alike to materials furnished by nature — 
which ** no man has made." But this is to fall into the 
error of the Physiocrates, and to confound wealth with 
matter. The street and palace, the corn and cotton, 
the goods that fill our warehouses, whatever be the 
form imparted to them by industry, all, no doubt, 
derive their material existence in the last resort from 
things which no man has made : no man has made the 
matter of which they are composed ; but, as wealthy 
as things possessing exchange value, they exist, not 
through the liberality of nature, but through the 
labour and enterprise of man. According to the 
economic formula, their value (omitting the, in most 

* [To guard against misapprehension, it may be as well to state that 
I do not recognize in this argument any proof of a " natural right " to 
property in anything, even in that which our hands have just made. If it 
is right it should belong to us, it is not (if we go to the root of things) 
because we have made it, but because it is expedient that property so 
acquired should belong to him who so acquires it. The distinction is all- 
important. If the product belonged to us in virtue of the fact of our 
having produced it, that fact being past and unalterable, there could be 
no limitation to our right in the absence of voluntary cession upon our 
part, and we should in strict justice be entitled to prescribe its destination 
to all future ages. On the other hand, belonging to us only in virtue of 
considerations of expediency, our right to the product will be limited by 
the expediency frora which our right springs. The distinction, then, 
between landed property and property in the products of industry is not 
that in the latter case there is a " natural right " to property which does 
not exist in the former, but that there are grounds of expediency for 
recognizing the right in the one case which have no place in the other.] 
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instances, infinitesimal portion of it which covers rent) 
corresponds to their cost of production. It is not so 
with land, which possesses value, and often high value, 
even in its crudest form ; with respect to which, there- 
fore, whatever other reasons may be urged in favour 
of giving it up to private ownership, that reason cannot 
be urged which applies to the mass of the other objects 
of wealth — namely, that this mode of proceeding forms 
the natural and most effective means of encouraging 
industry useful to man. 

It will be said, however, that the fact in question 
is after all pertinent to the controversy only while land 
remains in a state of nature, and that my argument 
ceases to have practical force as soon as the soil of 
a country has been brought under cultivation and is 
improved by industry. This exception, I admit, is 
to a certain extent well founded — only let us carefully 
note to what extent. Of the labour employed on land, 
all that is directed to the raising of the immediate 
produce, and of which the results are realized in this 
produce — ^that is to say, the great bulk of all the 
labour applied to the land of a country — finds its 
natural remuneration in these results, in this immediate 
produce. Such labour, recompensed as it is by the 
immediate returns, and leaving the soil substantially as 
it found it, cannot form a ground for rights of property 
in the soil itself No more can labour employed, not 
upon the cultivated soil at all, but iH extrinsic opera- 
tions — in making roads, bridges, harbours, in building 
towns, and in general in doing things which, directly 
or indirectly, facilitate the disposal of agricultural 
produce. It is very true indeed that labour thus 
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employed affects the value of land ; and there are 
writers who have relied upon this fact, as identifying 
in principle landed with other property, showing as 
it does a connection between the value of land and 
labour expended.* Unfortunately for the analogy 
they seek to establish, the labour that is expended is 
expended, not upon the land whose value it affects, 
but upon other things ; and the property which results 
accrues, not to those who exert or employ the labour, 
but to other persons. The fact, instead of making 
good the analogy, brings into sharp contrast the things 
compared. A bale of cloth, a machine, a house, owes 
its value to the labour expended upon it, and belongs 
to the person who expends or employs the labour : a 
piece of land owes its value, so far as its value is 
affected by the causes I am now considering, not to 
the labour expended upon it, but to that expended upon 
something else — to the labour* expended in making a 
railroad, or building houses in an adjoining town; and 
the value thus added to the land belongs, not to the 
persons who have made the railway or built the houses, 
but to some one who may not even have been aware 
that these operations were being carried on — nay, who 
perhaps has exerted all his efforts to prevent their 
being carried on. How many landlords have had their 
rent-rolls doubled by railways made in their despite Pf 
In considering the above exception, therefore, we must 

* [In particular Mr Carey, the American economist, and M. Bastiat, 
who has borrowed his doctrine of rent from Mr. Carey. That doctrine 
owes such plausibility as it possesses entirely to overlooking the distinc- 
tion here pointed out] 

t [" Pourrait-on sdrieusement consid^rer cette rente, qui est exclusive- 
ment attribute aux propridtaires, comme la remuneration d'avances et de 
travaux auxquels les propridtaires n'ont contribu^ que pour une part, et 

O 
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put aside as irrelevant to the question all the industry- 
expended upon land of which the effects are limited to 
the immediate crop, as well as all that employed in 
the general material development of the country, apart 
from the cultivation of the soil ; and we thus narrow 
the argument to the effects of the labour directed to 
the permanent improvement of the cultivated soil 
itself — to rendering this a more efficient instrument 
for productive purposes than nature gave it to us. So 
far as this has been done — so far as the productive 
qualities of the soil have been permanently improved 
— so far, undoubtedly, the value added to the soil by 
such operations, and property in this value, when it 
vests in the producer, rests economically upon the 
same foundation as property in corn, or wine, or 
houses. The transformation of the Lincolnshire fens 
and the lagoons of Holland into tracts of golden 
wheat land has been referred to by Lord Dufferin : 
the reclamation of bog and hill-side by Irish peasant 
occupiers equally illustrates the principle; and the 
mention of this last instance will at once indicate what 
a very short way the analogy in question will carry 
those who have urged it towards the goal they seek. 
l^n iho assumption that property in land were mea- 
sured by the value added to land by human labour — 
to land as distinct from its products — and that this 
prv-^porty vested in the person who created the value, 
landed property would, thus conditioned, be assimi- 
lated in principle to property in other things. As 

\\ui iwait un but tout autre que cclui d'accroitre la valeur des propri^tds 
fv>nci^n^s.**— AVtVJ lU la ScuHce iconomique et de ses principales Applica- 
/;>*A |x\r A, E. CherbuUez : 1862. An admirable treatise, too little known 
ia this countr\\] 
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matters actually stand, I need scarcely say none of 
these conditions is fulfilled. Property in land is 
not measured by the value which industry has added 
to the land, but is co-extensive with the whole value 
of the commodity, from whatever causes arising ; while 
the property in such results as human labour has 
fixed in the soil does not pass to him whose ex- 
ertions have produced them, but to him who happens 
at the moment to be legal owner of the improved 
ground. The fact, in short, does not advance us a 
step towards the required assimilation : it merely 
shows us this, that there is a portion of landed pro- 
perty which man has made, which is strictly the 
product of human industry ; which, therefore, would 
rest on the same footing as property in other industrial 
products, were only the laws of landed property some- 
thing wholly different from what they are. 

It follows, then, that the distinction drawn between 
property in land and property in other things, founded 
on the fact that " no man made the land," by no means 
terminates (as might at first be supposed) with land in 
a state of nature : unless so far as the existing value 
of land is due altogether to the industry expended 
upon it — unless in such rare instances as the lagoons 
of Holland or the fens of Lincolnshire, or reclama- 
tions of waste land previously valueless — the distinc- 
tion applies equally to all lands, cultivated or wild. 
Property in cultivated, no less than in wild land, 
consists largely in value which no human industry 
employed upon the land has created. The ordinary 
economic considerations, therefore, which apply to and 
justify property in other forms of wealth, do not apply 

o 2 
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here. There may be good reasons for the institution 
of property in land — on that I am not for the moment 
concerned to express an opinion — but they are not the 
reasons which support the institution in its other forms ; 
in particular, landed property is wanting in that foun- 
dation—in the judgment of most people, I apprehend, 
the strongest of all those on which property rests — 
the expediency of securing the labourer in the fruit of 
his toil. 

The argument, as thus far conducted, carries me, I 
admit, no further than to this negative conclusion. It 
rebuts an ^ priori objection to legislative action in such 
cases as Ireland presents, founded upon an assumed 
analogy between land and other kinds of wealth. To 
exhibit the positive reasons which explain and vindi- 
cate a policy in the direction contemplated we must go 
a step further, and bring into view the causes which 
determine the existence and growth of agricultural 
rent, and, in relation to these causes, the position 
occupied by the owners of land on the one hand, and 

« 

by the general community on the other. 

The phenomenon of agricultural rent, let me briefly 
explain, is, economically considered, of this nature : — 
it consists of the existence in the returns to aofricultural 
industry of a value over and above what is sufficient 
to replace the capital employed in agriculture with the 
profit customary in the country. This surplus value 
arises in this way. The qualities of different soils 
being different, and the capital applied even to an area 
of uniform fertility not being all equally productive — 
farms differing besides in respect of their situation, 
proximity to market, and other circumstances — it hap- 
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pens that agricultural produce is raised at varying 
costs ; but it is evident that when brought to common 
markets it will, quality for quality, command the same 
price. Hence arises, or rather hence would arise in 
the absence of rent, a vast difference in the profits 
upon agricultural industry. The produce raised on the 
best soils, or under other circumstances of exceptional 
advantage, will bear a much larger proportion to the 
outlay than that raised under less favourable circum- 
stances ; but as it is clear that, in a community where 
people engage in agriculture with a view to profit, even 
this latter portion would need to carry such a price as 
would give the producer the same profits which he 
might obtain in other occupations (for otherwise he 
would not engage in its production), it follows that all 
the produce except this, sold as it is, quality for quality, 
at the same price, must yield a profit over and above 
the customary profit of the countryi This surplus 
profit is known to political economists as " rent," and 
we may henceforth conveniently distinguish it from 
the rent actually paid by cultivators as ** economic 
rent." Arising in the manner described, " economic 
rent " cannot properly be said to owe its existence to 
either labourer, capitalist, or landlord. It is rather a 
factitious value incident to the progress of society 
under external physical conditions which necessitate 
the raising of raw produce at different costs:* This 
being its essential nature, it is plain that; so long as 
the rent paid by the cultivator of a farm does not 
exceed what the amount of ** economic rent " would 
be, so long those engaged in agricultural industry will 

* See Note at the end of this Essay. 
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be on neither a better nor a worse footing than -those 
engaged in other occupations. The labourer will have 
the ordinary wages, the capitalist the ordinary profit of 
the country.* On the other hand, it is evident that if 
the cultivator be required to pay more than this— if 
the rent exacted from him encroach upon the domain 
of wages and profits — he is so far placed at a dis- 
advantage as compared with other producers, and is 
deprived of the ordinary inducements to industry. It 
thus becomes a question of capital importance, what 
provision exists in the conditions of an industrial com- 
munity to prevent this result; what security we have 
that — the land of a country being once given up to 
private speculation — the limits set by ** economic rent " 
shall, in the main, be observed in the actual rent 
which landlords obtain. Does the principle of laissez- 
faire — that play of interests developed by competition 
which in manufacturing and trading operations main- 
tains the harmony of individual with general interests 
— does this suffice to secure, under ordinary circum- 
stances, the same harmony in the transactions of which 
land is the subject ? If it shall appear that it does not, 
then, I think, a case will have been made out for the 
interposition of some other agency — public opinion, 
custom, or, failing these, direct State action — to supply 
that which the principle of unrestricted competition has 
failed to supply — to secure an end which cannot but 
be regarded as among the legitimate ends of govern- 
ment — the coincidence in an important field of human 
activity of the individual with the general well-being. 

* This position, to be accurate, needs a qualification which it will receive 
further on. As it stands it is correct for the purposes of the argument. 
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The influence which is ordinarily supposed to suffice 
for this purpose is the competition with agricuhure of 
other modes of investing capital. The farmer, we are 
told, before taking a farm, will consider what rent he 
can pay consistently with obtaining the usual returns 
upon his industry ; if the landlord demands more than 
is consistent with this, he will decline the bargain, and 
embark his means in some other occupation. Rent, it 
is said, can thus never rise for any length of time, or, 
as a general rule, above the level prescribed by the 
economic conditions of the case. But, as has often 
been pointed out, and as is obvious at the first blush, 
this argument supposes a state of things which exists 
in but few countries in the world, if indeed it exists, 
or ever can exist, in any. It supposes all farmers to 
be capitalists — capitalists on a scale implying the pos- 
session of disposable wealth in substantial amount; 
and it supposes a variety of occupations other than 
agriculture, soliciting investment, into any of which — 
a landlord proving unreasonable — farmers can turn 
their capital. The countries in which these conditions 
are realized in the highest degree — rather, I should 
say, in which the nearest approximation to their reali- 
zation has been attained — are England and Scotland ; 
and yet it is very evident that in England and Scot- 
land the uncontrolled play of the principle of com- 
petition in dealing with land is not found sufficient for 
keeping the relations of landlord and tenant in a 
satisfactory state. If it be, then what is the meaning 
of the current language upon this subject ? of " good " 
and ** bad *' applied to landlords in a sense in which 
the same epithets are never applied to traders in 
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other commodities than land ; of such phrases as 
** what a good landlord would do " — this being 
assumed to be something quite different from what 
his pecuniar)' interest would lead him to do ; of the 
constant appeal to the moralities of the landlord and 
tenant relation ?* What is the meaning of landlords, 
of English landlords, boasting that they do not let 
their lands at a competition rent ? f What, again, 
is the meaning of courts of law deferring to local 
customs, and overriding and modifying the strict 
terms of a corttract ? The whole state of feeling 
and all the current language in reference to this sub- 
ject imply a deeply-felt conviction that the exigencies 
of this relation are not, even in England and Scotland, 
satisfactorily met by mere commercial motives, but 
that public opinion and custom, custom in some in- 
stances enforced by law, are needed to supplement 
and qualify the mere commercial rule. 

In England and Scotland the interposition of these 
ag^encics to qualify the action of competition in trans- 
actions of which land is the subject is more or less 
masked; in almost all other fully-peopled countries 
it is open and undisguised. In Asia the land has 
never, as a general riile, been given up to private 
sjxxniLuion : it has remained in the hands of the 

♦ 1: xx:r. be s^id, perhaps, that the phrase "good and bad employers" 
i> M^cti uith A similar o^wnotatuH^ In general I think the words mean 
no mo:-c than j-^r^^ns emplo> ing JAr>?dy or scantilv at the market rates. 
It ;ho\ moan moT^ than this, it is \vh6n used by thbse who regard labour 
as an cxoopnonal comnuviity, the romunfration of which should not be 
lou to the pla} of comjKiition. The exception thus proves the rule. 

'♦^ ;'*Fam>s in KngUnd," s,iys Lord Derby in a recent speech, "are 
haMuiallv let at a lo^xr rent than they u-ould fetch if competed for in 
ojv« market***) 
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State ; and the condition of the agricultural popula- 
tion has accordingly varied with the greater or less 
degree of enlightenment or of sound moral feeling 
existing in the rulers. Over Europe, wherever the 
land is not owned by the cultivators, custom or law 
very generally regulates or largely modifies the rela- 
tions of landlord and tenant. The position of the 
cultivators is one not determined by contract, but, to 
a large extent, resting on status. In fact it would be 
intolerable were it otherwise ; for nowhere in Europe, 
England and Scotland excepted, has an approximation 
ever been made towards a state of society in which 
are fulfilled the conditions that alone render tolerable 
the commercial treatment of land — in which the culti- 
vators are capitalists, and a practical alternative to 
rural occupation exists for large masses of the people. 
The soil is over the greater portion of the inhabited 
globe cultivated by very humble men, with very little 
disposable wealth, and whose career is practically 
marked out for them *by irresistible circumstances as 
tillers of the ground. In a contest between vast 
bodies of people so circumstanced and the owners 
of the soil — between the purchasers without reserve, 
constantly increasing in numbers, of an indispensable 
commodity, and the monopolist dealers in that com- 
modity — the negotiation could have but one issue, 
that of transferring to the owners of the soil the whole 
produce, minus what was sufficient to maintain in the 
lowest state of existence the race of cultivators. This 
is what has happened wherever the owners of the soil, 
discarding all considerations but those dictated by self- 
interest, have really availed themselves of the full 
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strength of their position. It is what has happened 
under rapacious governments in Asia ; it is what has 
happened under rapacious landlords in Ireland ; it is 
what now happens under the bourgeois proprietors of 
Flanders ; * it is, in short, the inevitable result which 
cannot but happen in the great majority of all societies 
now existing on earth where land is given up to be 
dealt with on commercial principles unqualified by 
public opinion, custom, or law. 

It seems to me that I have made out my case, and 
shown that the incidents attaching to land not only 
separate it economically from wealth in other forms, 
not only therefore rebut a priori objections to special 
land legislation founded on assumed economic ana- 
logies, but — regard being had to the conditions of 
industrial society actually prevailing in the world — 
furnish positive reasons for this course, — for setting 
limits, where public opinion and custom are not effica- 
cious for the purpose, — for setting limits by law to the 
free action of competition in dealing with this com- 
modity. So far as to the general principle. I turn 
now to consider its application to Ireland. 

The discussions on the Irish question, whatever 
differences of opinion they may have disclosed, have 
at least made one point clear : no settlement of Irish 
land can be effectual which still leaves with landlords 
the power of indefinitely raising rent. I think it may 
be said that amongst those who know the country, 
and have seriously grappled with the problem, there 
is a very general agreement upon this point. The end 

* See M. Lavclcyc's Kssay, "Cobden Club Essays,'' vol. i. pp. 255, 256. 
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may be approached by different paths and realized 
in different forms. Compulsory leases, recognition 
and extension of tenant-right, simple fixity of tenure, 
are amongst the modes ; arbitration courts, the opinion 
of official experts, the prices of produce, have been 
suggested as the methods of procedure ; but in 
whatever manner, through whatever machinery, the 
plans that really promise to be effectual involve at 
bottom the principle of depriving landlords of the 
power of raising rent — the principle, therefore, of 
imposing on the State the obligation of saying what 
a *' fair rent " is. It is very evident that this must 
be so^that the landlord, with the power still left him 
of raising his rent at will, could easily defeat the most 
stringent provisions of the most apparently drastic 
land code. Of what avail to the cultivator would be 
a right of occupancy if the landlord can attach to that 
right impossible conditions } Of what advantage the 
right of selling the good -will of his farm, if the rent 
can be raised at the landlord's discretion against the 
incoming tenant ? Where would be the gain from 
leases if the limits of the rent are not known ? The 
regulation of rent is thus of the very essence of the 
case ; it is felt to be so by all who have really grasped 
the problem ; and yet it will be found that this topic 
has in general been kept rather carefully in the back- 
ground. The reason for this hesitancy it is not 
difficult to guess. Few Englishmen can hear without 
something of a cold tremor a proposal to fix rent by 
law. And yet the consequences are perhaps unfor- 
tunate* For all the reserve, it is felt that the efficacy 
of the several competing schemes really depends 
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in the last resort upon this condition. Omne ignotuni 
pro inirifico. Imagination magnifies the difficulty 
which is kept so carefully out of sight. Conscious 
that it lies behind, people hesitate to venture into 
what they expect will prove an economic cul-de-sac ; 
or, if they must choose, the danger is they will choose 
the scheme, not which is most efficacious, nor even 
which is least revolutionary, but which best contrives 
to veil this terrible bugbear. Now, if the fixing of 
rent by State authority be really indispensable to an 
effective settlement of this question, it is surely well 
that the fact be frankly accepted. I have already 
shown that Political Economy furnishes no presumption 
aijainst the propriety of this course. Let us now 
see if it cannot practically help the solution.* 

According to some who pass for authorities, Poli- 
tical Economy has very little to say upon this subject. 
The worth of land is so much money as it will bring; 
and to seek a criterion for rent — nay, to attempt to 
conceive rent at all — otherwise than as it is determined 
by the market, is in the opinion of these wise persons 
a hopeless, if not an absurd undertaking. Had they 
reflected that what they pronounce to be an impossi- 
bility is, in point of fact, performed by not a few land- 
lords in Ireland — by every landlord there who does not 
let his lands on the admittedly ruinous principle of 
competition — they might have seen reason to distrust 

* [Throughout the discussions on the Irish Land Act the Government 
again and again denied their intention to interfere with the landlord's 
power of raising his rent ; but nothing is more certain than that the Act 
docs interfere, though in a circuitous and indirect way, with this power ; 
and further, that it owes whatever success it has achieved to the know- 
ledge shared alike by tenants and landlords that this power resides in the 
new law.] 
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the accuracy of scientific knowledge which led to 
conclusions so flagrantly at variance with fact. Unless, 
however, in what I have said above on the doctrine 
of rent I have very grossly misrepresented economic 
teaching, Political Economy is involved in no such 
conflict with fact as the view in question would imply. 
On the contrary, it recognizes in the returns from land 
the existence of an element — that which I have desio^- 
nated ** economic rent " — which is no other than the 
"fair valuation rent" of good landlords.* It not only 
recognizes this element, but can state the conditions 
determining its amount and the laws of its growth. 
The **fair valuation rent" of the popular platform 
admits, in short, of being reduced to strictly scientific 
expression. The only point really debatable is as to 
the means of practically determining the entity in 
question in given cases. But, as I have just said, 
the thing is in fact done every day, with sufficient 
accuracy for practical purposes, by those who manage 
Irish estates ; and that can scarcely be an insoluble 
problem which scores of landlords and land-agents 
solve every year. 

In approaching the practical problem, there are two 
parts that will need to be kept distinct — the first 
starting of the new system, and the keeping it going 
after it has been started. Over and above the deter- 
mination of a fair rent, the former will involve the 
much more serious practical difficulty of appraising 
tenants* past improvements. Some able writers have 

• 

* The " fair valuation rent " plus the returns on permanent improve- 
ments of the soil, as will presently be more particularly explained post^ 
pp. 211, 212. 
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expressed themselves as if this latter difficulty might 
be evaded by permitting to occupiers the sale of their 
good-will. This would no doubt be so, were the 
question of rent once settled; but with this still open, 
the value of the occupation right would be uncertain, 
while the settlement of the rent plainly cannot take 
place till the abatement in consideration of tenants' 
improvements is known. Thus the necessity of an 
independent valuation of tenants' improvements, wher- 
ever landlord and tenant cannot themselves come to 
an agreement, is inherent in the case. Questions of 
this kind, involving, as they often will, disputes about 
minute details, can obviously only be satisfactorily 
dealt with by authorities adjudicating in the localities, 
and taking evidence in disputed cases from competent 
persons who have inspected the farms. Complicated 
and delicate questions no doubt they will be, demand- 
inor from those to whom the settlement is entrusted no 
small amount of patience, sagacity, and firmness ; but 
questions not less complicated and delicate have already 
been unravelled by Englishmen in India; and it is 
haai to see why the same qualities of mind which have 
tha\ided their way through the mazes of Hindu 
customary law to results of order and substantial justice 
shvVvild not Ix^ equal to dealing with the problem, ana- 
h\o.vas, but less complicated, and less remote from 
I'lni^lish mixlos of thought, presented by Irish land. 

Those will l>e the initiatory difficulties ; but these 
onoo surmounted, past improvements once ascertained, 
existing rents once adjusted to existing circumstances, 
thort^ is no reason that the future working of the status 
principle should not be brought under general rules, 
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and reduced to a system. Confining our attention to 
rent, with which alone I am at present concerned, the 
problem, as I conceive it, will then lie in such an 
adjustment of this element from time to time as shall 
satisfy and reconcile the two following conditions : — 
(i) to secure to the cultivators, so long as they fulfil the 
conditions of their tenure, the due reward of their 
industry ; and (2) to do substantial justice to the reason- 
able expectations of those who, on the faith of Acts of 
Parliament and the past policy of the country, have 
embarked their fortunes in Irish land. 

And here we must endeavour to attain to some 
definite conception of what constitutes the due reward 
of the industry of the cultivator. I have already 
stated what I conceive to be the economic basis of 
property — the right of the producer to the thing he 
has produced. Accepting this as our principle, the 
point to be determined will be the amount of the 
produce which is properly referable to the industry of 
the cultivator. To bring the question to a clear issue, 
I will take an extreme, but not absolutely impossible, 
case : I will suppose a farm which owes nothing of 
any kind to the landlord*s outlay, on which the whole 
capital, fixed and circulating, in buildings, fences, 
manure, and wages, has been advanced by the cul- 
tivator ; and I will suppose, further, that the soil of 
this farm is of the worst quality compatible with 
profitable cultivation. These conditions being sup- 
posed, how much of the wealth produced from the 
farm lepresents the due reward of the cultivators 
exertions ? I answer, the whole ; and for this reason, 
that less than the whole would, according to the terms 



2o8 POLITICAL ECONOMY AND LAND. ^ [essay 

of the hypothesis, leave the cultivator without that 
ordinary remuneration which the conditions of indus- 
trial production in the country warrant — without, 
therefore, such an adequate motive for his industry, 
as cultivator of the soil, as in a healthy condition of 
society would exist In short, my imaginary farm 
represents the possible case in which, in conformity 
with Ricardo's, theory, land under a regime of capi- 
talist farmers would yield no rent. Passing from this 
peculiar case, I will vary the hypothesis by supposing 
the farm to be no longer entirely composed of the 
worst cultivable land, but to be, we will say, of average 
natural fertility, while the other conditions remain as 
before ; the entire capital and labour being supplied 
by the farmer. Under such circumstances, — and still 
recognizing the principle that the producer is entitled 
to what he produces, — how far will the tenants' claim 
to the produce extend ? Many people would say, on 
my principle, to the whole, and would regard the 
result as a rcductio ad absurdum of the principle. But 
I hold this conclusion to be unwarrantable. 

In a society constituted according to the principles 
of modern industrial civilization, in which each member 
enjoys the general advantages arising from separation 
of employment and exchange, we are bound, I think, 
in estimating the effect of a man's labour, to distinguish 
the value from the commodity. In a state of patri- 
archal isolation the goods which the labour of a family 
produces are wholly unaffected by anything which 
other people do, and therefore rightly belong in abso- 
lute property to the family. But when the producer is 
a member of an industrial society, the commodity he 
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* makes may acquire a value — a power of commanding 
the labour and goods of other people — not by reason of 
what he has done, but through an importance given to 
his industrial function by the circumstances of society. 
Social circumstances may cause what he produces to 
bear a higher value than his labour would naturally 
give it, were others free to take advantage of the situa- 
tion which society has permitted him to occupy. He 
may, in short, be the monopolist of a favoured situa- 
tion, in the advantages arising from which, as they 
are no part of the fruit of his toil, he can, on the prin- 
ciple on which we proceed, have no right to property. 
Such advantages, so far as they are peculiar to the 
situation, are not properly the result of his labours, but 

. of the social circumstances which have made the situa- 
tion specially advantageous, and, on the principle we 
have recognized, would belong not to him, but to 
society at large. Now the case I have put will be 
found to fall within this reasoning. The corn and 
roots and grass which constitute the agricultural 
return, no doubt result, nature assisting, from the 
labours of the cultivator ; but the value of these 
things — the power they confer of commanding the re- 
sources of society— is not measured by those labours, 
but depends on causes extrinsic to the cultivator's 
operations. The produce bears the price it does, not 
in virtue of what the farmer has done, but because 
society needs food — needs food in quantities which 
can only be obtained by bringing lands under culti- 
vatipn inferior to the best on his farm. That portion 
of the value of his produce which is due to this 
circumstance is, so far as he is concerned, an accident ; 

p 
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something to which he has no more right than anyone 
else. As it does not result from his exertions, so it 
offers no encouragement to his industry ; his claim to 
it is therefore wanting in that basis which constitutes 
the justification of property from the economic point 
of view. My conclusion, then, is that the due reward 
of the cultivators industry, even where he supplies 
the entire labour and capital employed in production, 
is not necessarily co-extensive with the whole produce 
of his farm. It is only so on the supposition that he 
enjoys in raising it no exceptional advantages arising 
out of his relations with other people. But where 
he enjoys such exceptional advantages, — that is to 
say, where he farms land better than the worst that 
yields the current profit of the country, — the prin- 
ciple of property, economically considered, is satisfied 
by his retaining so much of the produce as shall 
give him the average remuneration, leaving to 
society the remainder to be disposed of as it shall 
think fit. 

The other element of the problem is to do substan- 
tial justice to the reasonable expectations of the land- 
lord. I say " reasonable " expectations, because if 
the State is to be bound, not by what landlords might 
reasonably expect when investing their money in land, 
but by what they actually expected, or do now expect, 
there is an end to the question ; nothing remains but 
to recognize their right of property in its most absolute 
sense, and lend the power of the empire to its main- 
tenance. Risu solvuntur tabula. But if this extreme 
ground is not to be maintained, then the claims of the 
landlord and tenant are reconciled, become in fact the 
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correlatives of each other ; for " reasonable '' expec- 
tations must be bounded by the considerations set by 
public policy ; and public policy manifestly requires 
that agriculture should enjoy the advantages common 
to other industries in the country, — a result which is 
only attained when the ordinary rewards of industry 
are left with the cultivators of the soil. So much as 
to the nature of the problem. 

Let me here recall to the reader the nature of 
" economic rent," and the causes to which it owes its 
existence. It is that portion of the value of the 
returns from land which remains after the outlay of 
production has been replaced with customary profit; 
and its existence results from a permanent discrepancy 
between the price of agricultural produce and the cost 
of production of a large portion, the price being 
regulated by the highest standard of cost, and being 
consequently more than sufficient to remunerate the 
outlay on all produce raised at a cost less than this. 
These being the causes which determine ** economic 
rent," the amount will evidently be measured by the 
extent of the discrepancy ; and consequently will vary, 
the price of produce being given, with the productive- 
ness of the soil, or, the productiveness of the soil 
being given, with the price of produce. Now these 
phenomena — the prices of agricultural produce and 
the productiveness of the soil as indicated by its ave- 
rage yield — are already made the subject of record 
in our official statistical returns. Here then we have 
two available criteria which measure the growth of 
** economic rent." Let us see how far they will help 
us in the solution we are in search of 

p 2 
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The definition of " economic rent " as being so 
much of the value of the produce as exceeds the due 
remuneration of the cultivator s industry, might seem 
to identify this element with that which is properly, on 
the principle of distribution just laid down, the land- 
lord s share; and the inference would be just, if we 
were to include in the cultivator's industry, not merely 
the capital and labour employed in raising the annual 
crops, but also that employed in adding to the pro- 
ductive qualities of the soil. But, as economists are 
aware, when the results of labour and capital are once 
made a part of the land itself, the returns upon them 
are governed, not by the laws of profit, but by those 
of rent, and become in practice inextricably blended 
with the rent due to natural fertility; while for the 
same reason they are distinguished from the returns 
which accrue on the ordinary annual outlay. In 
describing, therefore, "economic rent" as the value 
which remains in excess of what is needful for the due 
remuneration of the cultivator's industry, it must be 
understood that that industry only is spoken of which 
is employed in the direct production of the annual 
returns. Bearing this in mind, and having regard to 
what the tenant may do in the way of permanent 
improvement of the soil, it will be seen that the future 
growth of. the landlord's share will not be commen- 
surate with the future growth of " economic rent," and 
will not consequently follow the same indications. 
" Economic rent " gives us the maximum which the 
landlord's share can possibly attain ; but in determining 
the amount which in the actual circumstances is pro- 
perly his, we must discriminate the causes on which 
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the productiveness of agriculture depends. What we 
want, in short, is some test which shall enable us to 
detach from the general value of the raw produce of 
the country that portion of it which is the result of 
causes external to the cultivator's operations. It is 
this portion only which society, in sanctioning private 
property in land, has consented to give up to the 
landlord. 

Of the two criteria just mentioned — prices of pro- 
duce and the productiveness of the soil — the former, 
agricultural prices,* plainly cannot be affected (at least 
in a way to raise rent) by any conduct on the tenant s 
part An advance of price of a durable kind can only 
arise from one or both of two conditions — either 
from a fall in the value of money, or from such an 
augmented demand for food as should necessitate for 
its satisfaction the bringing under cultivation, without 
contemporaneous improvement in the art of agriculture, 
less fertile soils than any now cultivated. The latter con- 
tingency is one exceedingly unlikely to occur ; but the 
former is at the present moment in process of realization, 
and amongst the causes immediately affecting the 
pecuniary interests of landlords is perhaps the most 
important. Changes in the price of produce can thus 
only occur as the result of causes operating through 
society at large ; it follows that all such changes 
would indicate grounds for a corresponding change 
in the pecuniary amount of the landlord's share. This 

♦ [Which should of course include the price of all that is raised from 
the soil — butcher's meat for example. M. Laveleye mentions (Cobden Club 
Essays, p. 245) that in Belgium, where rents have doubled in thirty years, 
the price of com has hardly mcreased. The advance is due to other 
products, and in a large degree to the advance in live stock.] 
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has been generally recognized by the advocates of 
fixity of tenure in Ireland, and may be taken as a 
settled point in the controversy. It remains to con- 
sider whether this criterion alone adequately satisfies 
the justice of the case. 

The only other cause which can affect economic 
rent being the productiveness of the soil, it might 
seem as if — unless where the landlord undertakes or 
concurs with the tenant in undertaking improvements 
of a permanent kind (cases which might easily be 
provided for by special arrangements between the 
parties) — I say it might seem, excluding such cases, 
as if all future increase of productiveness in the soil 
must necessarily be the result of the action of the 
tenant, and that consequently all future augmentation 
of economic rent, not referable to an advance in prices, 
should properly be assigned to him. But plausible 
as this inference is, I think it may be shown to be 
unwarrantable. 

Let us consider the following case. Suppose some 
country village, at present of small account, to grow 
into a town of some importance. It would naturally 
soon be connected by railways with the chief industrial 
centres of the country, and, as an inevitable conse- 
quence, agricultural rent in the neighbourhood would 
greatly rise : it would rise for two reasons. First, 
because the local demand would raise the local prices, 
and, thus far, the criterion of prices would assign the 
increase to the landlord ; but it would rise, secondly, 
because the proximity of a town and the facilities 
offered • by railway communication would greatly 
cheapen production. The farmer would now be able 
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to procure his ploughs and harrows, his threshing 
and reaping machines, his artificial manures, his tiles 
for draining, on greatly cheaper terms than before. 
Farming at greater advantage, he would be able (and 
that irrespective of any advance of price) to cultivate 
soils which formerly it would not have paid to culti- 
vate, and in general to employ with profit a larger 
capital on his farm.* The soil, without supposing any 
change in its physical properties, would now yield a 
larger return, and in effect become more productive. 
The larger capital employed upon it would yield a 
larger return, while of this increase a portion would 
be obtained at a lower cost than the current prices 
(without supposing any advance beyond what had 
previously prevailed) would suffice to remunerate. 
These are conditions which imply an advance in 
'* economic rent " — an advance not due to prices, and 
not indicated by prices ; and the question is, to what 
cause is this result to be attributed — to the industry 
of the tenant, or to the progress of society in the 
locality ? The tenant is very evidently a co-operator 
in the result. Without his capital and industry the 
increased produce could not be obtained ; but that 
capital and industry would find their due reward in 
a corresponding augmentation of wages and profits ; 
and the fact we have to deal with is the existence 
of a new increment over and above this due remu- 
neration. It is with this part of the phenomenon only 
that we are concerned ; and the point to be deter- 
mined is its proper cause. Now it seems to me, for 

♦ I have to thank my friend Professor Waley for having called my 
attention to the importance of this aspect of the case. 
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the same reasons which apply to the phenomenon of 
rent in other cases, that it is properly referable, not 
to the action of the cultivator, but to the progress 
of society. 

The principle involved in this illustration is of very 
great importance, since it represents an influence that 
is constantly operating in all progressive countries, 
and which cannot but operate in Ireland if it is not to 
remain for ever in the slough of despond. Every 
fresh invention in the arts of productive industry 
applicable to agriculture, every extension of railway 
communication, every new development of internal 
trade, of external commerce, would be attended with 
consequences analogous in character to those which 
happened in the rural environs of our imaginary town. 
If Englishmen desire an illustration on a grand scale, 
they have only to look around them. The immense 
growth of rent in England and Scotland within a 
century is wholly unexplained by any corresponding 
rise in the price of produce, and is far from being 
adequately explained by the improvements effected in 
the permanent qualities of the soil, considerable as 
these have been. The phenomenon only becomes 
intelligible when we take account of the influence of 
industrial and commercial progress generally in cheap- 
ening agricultural production. Here, then, we find a 
source of growth for " economic rent," born of circum- 
stances extrinsic to the tenant^s sphere, and which 
should, therefore, on the principle of discrimination we 
have adopted, properly accrue to swell the landlord s 
share. But augmentations of rent thus arising would 
not be accompanied with any corresponding advance, 
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nor, necessarily, with any advance at all in agricul- 
tural prices. 

I am, therefore, brought to the conclusion that the 
criterion of prices, taken simply, and without reference 
to other circumstances, would fail to furnish an ade- 
quate basis for the periodical adjustment of rent. 
Its adoption would, in effect, transfer to the tenant 
that for which the State has permitted and encouraged 
the landlord to pay. I own the considerations just 
adduced, not to mention others that might be urged 
in the same sense, go strongly — at least so it seems 
to me— to show the fundamental impolicy of giving 
up land to private speculation. But that is not the 
question here. Land in Ireland has been given up 
to be thus dealt with ; and, this being the policy of 
the country, those who have embarked their fortunes 
in this venture are entitled to be protected in its 
legitimate fruits. 

There is, therefore, need of some criterion to supple- 
ment that of prices, some criterion which shall mark 
the growth of rent proceeding from causes not em- 
braced by price, nor yet identical with the operations 
of the tenant in improving the soil. In a word, we 
want a test which shall discriminate so much of the 
increased productiveness of the soil as arises from 
enhanced efficacy of the productive instrument itself^ 
from that increased productiveness which is, so to 
speak, the agricultural expression of the progress of 
the age. After some consideration I am inclined to 
think that such a test may be found in the average 
yield per acre of the staple produce of the soil over 
the whole country — information supplied already by 



J 



2i8 POLITICAL ECONOMY AND LAND, [essay 

Irish agricultural statistics. This average productive- 
ness would not, I think, in the main, be very seriously 
affected by the permanent outlay of tenants, for it 
must be remembered that a large portion of their 
improvements are in the nature of reclamations of 
waste land ; and such land will, from the nature of 
the case, be the least productive in the country. 
Thus the effect of tenants' improvements would 
largely be to bring down the average level of pro- 
ductiveness throughout Ireland. On the other hand, 
there would be improvements, such as thorough 
draining, effected in the better lands, which would 
tend to raise the level. As between the two modes 
of influence I strongly incline to think that the 
tendency to depress the level would prevail ; though 
I do not believe the preponderance in this direction 
would be so great as seriously to effect the correctness 
of the test.* This, however, might be matter for 
investigation. But proceeding on the assumption 
that, so far as tenants' improvements are concerned, 
an equilibrium would result, any positive advance in 
the average yield per acre over the country could 
only be referred to causes of that general kind which 

♦ Applied to land under tillage in Ireland since 1847 — the period from 
which the present system of statistics dates — the criterion shows a very 
great decline in the productiveness of the soil ; but the explanation of 
this is to be found in the fact of its being partially applied. The newly- 
reclaimed land is always, at least in the first instance, brought under 
tillage ; and since 1847 a large portion of the soil of Ireland, as is well 
known, has been converted from tillage to pasture ; the portion so con- 
verted being, as a general rule, land of superior quality. Thus the test, 
confined to tillage land, would necessarily show a decline of productive- 
ness. Were the returns from the grass lands, as measured by the increase 
of stock, taken into account, I have no doubt the balance would be more 
than redressed. 
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are incident to the progress of society.* I would, 
therefore, be disposed to combine this index with 
that of prices in seeking a rule for periodical readjust- 
ments of rent. Not that I would propose to fix those 
who might be charged with the duty of re-valuation 
absolutely to the results obtained from these data. 

m 

It would obviously be necessary, particularly at first, 
to apply any general rule with discrimination and 
regard to local circumstances. But, I believe, the 
data in question constitute the main elements of a 
sound rule, the perfecting of which could only be 
the work of time and experience. 

If these conclusions possess any value, they are 
applicable to all plans for the settlement of Ireland, 
which partially or generally, directly or indirectly, 
involve control by the State of the landlord s power 
over rent But the plan which I have had mainly 

* Those who have not firmly seized the doctrine of rent will probably 
see in the proposal to deprive the cultivator of any portion of the results 
accruing from the increased efficiency of his labours, a violation of 
equality as between him and those engaged in other industrial occupa- 
tions. I will ask those who think so to consider what would be the effect 
of increased efficiency of industry, say in some manufacturing operation. 
Would it not be a proportional fall in the price of the commodity 
affected by the improvement? Now if a similar fall took place under 
similar circumstances in agriculture, the cultivator of the soil and the 
manufacturer would be on a footing of equality. But, in point of fact, 
this does not happen ; and why ? Simply because, owing to the limited 
extent of the better soils, competition cannot be brought to bear in the 
one case as in the other. Notwithstanding the immense progress made 
in the art of agriculture, assisted as this has been by the action of free 
trade, no serious impression has been made on agricultural prices, while 
the prices of manufactured articles steadily fall as new improvements 
come into operation. The deduction, therefore, made from the cultivator's 
profits of what is due to the exceptional position he occupie3, so far 
from disturbing equality as between him and those engaged in other 
industries, is the necessary condition towards establishing equality. 
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in view in this speculation is that which has been 
propounded by Mr. George Campbell in his work on 
Irish land.* In this work Mr. Campbell has unfolded 
a scheme for the solution of the Irish problem incom- 
parably (in the writer's judgment) the best deserving 
of attention of any that have solicited public notice — a 
scheme of which the characteristic and peculiar merits 
are that, at the cost of a minimum of disturbance 
to the actual machinery of Irish society, it would 
accomplish what would be a real and effective 
security of tenure for the Irish Tenant — would accom- 
plish this in a manner suited to the ideas and habits 
of the country, while combining with this end the 
further considerable advantage of reserving for land- 
lords under the new system a place and function in 
the national economy. Mr. Campbell's proposal pro- 
ceeds upon the plan of distinguishing those parts 
of the country, or more properly those farms, where 
tenants now hold their land under definite contracts — 
where, in effect, the English system of managing 
property prevails — from those on which what may 
be called the Irish practice is followed : that of 
letting land from year to year, the task of pro- 
viding for the permanent requirements of the farm 
being' left to the occupier. With the state of things 

♦ "The Irish Land," by George Campbell, Chief Commissioner of 
the Central Provinces of India. (Triibner & Co.) 1869. [I have allowed 
my remarks on Mr. Campbell's proposal to remain, partly because the 
principle of his scheme, though not its form or modes of procedure, has 
been embodied in the Irish Land Act, and therefore the comments which 
I have made on it are to a large extent applicable to that measure ; and 
partly also because the objections urged against Mr. Campbell's plan 
continue still to be urged against all legislation with similar aim, and 
their refutation consequently cannot yet be considered as out of date 
or superfluous.] 
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existing on farms in the former category Mr. Campbell 
does not propose to interfere. But the tenants occu- 
pying under the latter conditions — a description which 
it is scarcely necessary to say covers the mass of the 
cultivators of Ireland — he would place upon a new 
footing, constituting them tenants under status, in 
contradistinction to those in the other category who 
would be regarded as tenants under contract. Once 
upon the footing of status, no tenant would be evicted 
except for defined reasons, of which the non-payment 
of rent, subdivision or sub-letting without the land- 
lord s permission, are the chief; nor could his rent 
be raised against him except with the sanction of an 
authority representing the State. With a view to 
the working of the system, Mr. Campbell proposes the 
creation of a court or commission with large discre- 
tionary powers under an Act of Parliament prescribing 
its duties and mode of procedure. It would be the 
business of this court, in the first place, to settle 
the present position of tenants under status, to con- 
sider their claims on the score of past outlay on their 
farms, and, due allowance made for these, to settle 
the rent ; and it would fall to the same commission 
to readjust the rent from time to time in conformity 
with the changing circumstances of the country, either 
at periodical re-valuations or on the requirement of 
either landlord or tenant. By such provisions security 
of tenure at fair rents would be realized for the cul- 
tivators of Ireland. But it is very far from Mr. 
Campbeirs aim that his plan should work as a cast- 
iron system, stereotyping Irish society in its existing 
form. He would permit, where circumstances rendered 
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this advisable, the re-appropriation by landlords of 
land in possession of tenants, but only on the terms 
of compepsating the dispossessed tenant for his im- 
provements, and indemnifying him for the inconve- 
nience he sustained by dispossession ; while, subject 
to the sanction of the landlord, the transference of 
farms from tenant to tenant would take place with 
perfect freedom. In providing for transactions of this 
kind, Mr. Campbell takes custom and Irish ideas 
as his guide ; indeed, the recognition of custom as at 
once the outcome of history and the surest starting- 
point of reform may be said to be the idie mere of 
his whole scheme. He, therefore, naturally has re- 
course to the tenant-right of Ulster, in the legalization 
and extension of which he finds the practical solution 
of the thorny question of compensation for tenant's 
improvements. By a most ingenious argument Mr. 
Campbell shows that, on any view of the case which 
does not amount to practical confiscation of the tenant's 
interests, this is what compensation in the case of small 
farmers, as those under status would almost univer- 
sally be, must come to. In this opinion those who 
look closely into the matter will be apt to agree with 
Mr. Campbell. When we have to deal with improve- 
ments on a substantial scale, carried on upon farms 
of considerable extent, there would be little practical 
difficulty in arriving at a tolerably correct estimate 
of their value ; but when the problem is to ascertain 
the worth of a thatched shed, or a gateway, or of a 
rood of reclaimed bog in a farm of ten acres, there is 
really no other criterion possible than this — how much 
will another tenant give for them } 
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I venture to offer two suggestions in the way of 
corollary to Mr. Campbell's plan. It would only be in 
keeping with the whole principle of his scheme, that, 
where the State has once charged itself with deter- 
mining the tenants' rent, no higher rent than that 
named by the State should be recoverable in a court 
of law. A provision to this effect would effectually 
prevent sub-letting, at least in the usual form of 
that practice. The occupier, it is true, could sell his 
right of occupancy; and it will no doubt be urged 
against Mr. Campbells plan that the sum paid for this 
by the incoming tenant would, in effect, amount to an 
increased rent — the objector will doubtless add, on 
the authority of Adam Smith and Lord Dufferin — 
of the worst kind. The value of this objection I 
shall presently consider ; but, before doing so, let 
me state my second suggestion, which is that the 
occupancy right should only be disposable to an in- 
coming tenant I believe that this restriction would 
be attended with very beneficial consequences. It 
would, in the first place, render impossible the mort- 
gaging of the good-will ; and secondly, it would in- 
directly, but I believe very effectually, restrain 
competition for land within healthy limits. The in- 
tending purchaser of the occupancy of a farm might, 
of course, still raise the money for the purchase of the 
tenant-right on his personal credit This is a use of 
his position and circumstances with which it would be 
neither possible nor proper to interfere ; but, in order 
to obtain the farm, one of two things he must have — 
either cash to pay for the good-will, or credit to induce 
some capitalist to lend him the money necessary for 
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that purpose ; either, that is to say, he must already be 
the master of realized property, or his character must 
be such as to make those who know him believe that 
he is likely to be a prosperous man. The restriction 
of competition for land to persons satisfying these con- 
ditions would render absolutely impossible, under the 
system of status-tenancy, anything at all resembling, 
or in any respect analogous to, the impossible rents 
promised by pauper peasants when the whole popula- 
tion enter the list of competition. 

It appears then that, even conceding the argument 
that the purchase of the occupancy right would for the 
incoming tenant be equivalent to an increase of rent, 
still this increase— supposing the practice limited by 
the restriction I have indicated — would fall greatly 
short of what rents may attain under the present 
regime. But then we are told that the vice of the 
practice lies in the form, that the sale of the good-will 
is in effect a fine paid on entry, and that this has been 
condemned by Adam Smith. The use so constantly 
made of Adam Smith's authority in this connection, 
I must plainly say, does him flagrant injustice — in- 
justice which it is difficult to conceive how anyone 
should commit who had really studied his excellent 
remarks on the tenure of land. The ruling thought of 
all that he has said on this subject is the supreme 
importance of security of tenure for the tenant, as the 
essential foundation and mainspring of all agricultural 
progress. He eulogizes leases, and, failing leases, 
customs, or whatever conduces to realizing this indis- 
pensable condition. " U is those laws and customs/' 
he tells us, *' which have perhaps contributed more to 
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the present grandeur of England than all their boasted 
regulations of commerce taken together." What he 
says upon the subject of fines is wholly irrelevant to 
the issue in the present case. He is comparing leases 
at full rent with leases in which a portion of the rent 
is fined down — that is to say, alternatives either of 
which offers equal security to the tenant— and his 
decision is in favour of that one in which no fine 
is paid. What relevancy has a judgment on such 
a point to the question involved in the tenant-right 
controversy, where the alternative lies, not between 
different modes of attaining equal security, but between 
absolute security obtained through a fine accompanied 
by a moderate rent, and no security accompanied by a 
high rent without a fine ? Had the issue in the Irish 
controversy really come under Adam Smith's review, 
no one, who knows anything of the spirit pervading 
the ** Wealth of Nations," can doubt what his decision 
would have been. At all events, his authority would 
need to be greater even than it is to outweigh the 
overwhelming force of the argument from Irish 
experience. The universal testimony borne to the 
prosperity of the tenant farmers in Ireland, wherever 
the custom of Ulster prevails — a prosperity all the 
more conspicuous from its contrast with the general 
wretchedness of the same classes in other parts of 
the country, — and the almost equally universal recog- 
nition of the connection between the system and 
the results, are facts which no statesman can overlook. 
Mr. Caird, with all his strong and undisguised pre- 
possessions in favour of Scotch farming, was unable 
to resist the evidence ; and the Times Commissioner, 

Q 
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in his singularly impartial descriptions written from 
direct observation, has recently confirmed the most 
favourable accounts of the system. In presence of 
such facts it is idle to talk of Adam Smith, or any 
other authority. All that has been said, or that can 
be said, against the practice of tenant-right really 
amounts to this — that the incoming tenant would be 
better off if he could get the farm with the advantages 
of the custom while keeping the money which is the 
price of those advantages. No doubt he would ; and 
so, and in a still greater degree, would be the pur- 
chaser of a peasant property if he had not to pay 
the purchase - money ; and yet peasant proprietors, 
working at this disadvantage, have contrived notwith- 
standing to cultivate their farms to some purpose. 
In neither case can a man spend his capital and have 
his capital ; but he may in either case have that which 
is worth to him more than capital — the peace of mind 
that is born of security, the enterprise inspired by 
the prospect of reaping where he has sown. 

[There is a mode of reasoning on this question 
which, if it is not positively fallacious, at least suggests 
a fallacy against which it may be well to insert a 
warning here. It is said* that a farmer at a full rent 
will, with a given capital, be able to work a larger farm 
than he would were he to employ a portion of his 
capital in purchasing his farm or in fining down the 
rent; and that, having regard to the existing price of 
land, he will, by adopting the former course, derive a 
larger income from his whole capital. The fact may 

* See Judge Longfield's Essay on * The Tenure of Land in Ireland,' 
" Cobden Club Essays," vol. i. 
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be so ; but, inasmuch as there are farmers, nevertheless, 
who prefer a smaller farm which is their own property 
to a larger one at a full rent, this only shows that the 
position of proprietor is regarded by some as suffi- 
ciently advantageous to compensate for a certain loss 
on annual revenue. Of this, affecting as it does the 
person concerned only, farmers may be allowed to be 
themselves the best judges ; and true policy will lie in 
removing all obstacles to their making the freest pos- 
sible choice. But the line of reasoning to which I 
have referred implies that there is more than this in 
the matter ; that, looking at the question from the 
point of view of public interest, an economic gain 
results from the farmer's remaining a tenant at a full 
rent, an economic loss from his becoming a proprietor. 
What is suggested is that the capital of the community 
available for agriculture is diminished by the adoption 
of the latter course, and here it is that the fallacy 
intrudes itself. The farmer who purchases his farm no 
doubt reduces thereby the amount of his own capital 
available for cultivation, but he does not curtail in any 
degree the capital of the community applicable for this 
purpose ; for the purchase-money of his farm, in pass- 
ing from his hands, at once becomes in the hands of 
the vendor a fund disposable for productive purposes. 

■ 

He will seek to derive an interest from it, and he 
can do this in no other way than by investing it. One, 
and not an improbable mode of investment, would 
be to lend it on mortgage, in which way, it is conceiv- 
able, the same capital might come back to the hands 
of the very farmer who had parted with it. It will 
perhaps be said that the farmer proprietor would be 

02 
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thus brought under a rent in another form ; but there 
would be this distinction between his position now and 
formerly ; that, whereas he was formerly a tenant pay- 
ing rent and subject to all the insecurity of that posi- 
tion, he is now an owner subject to a fixed rent-charge. 
I have supposed the capital rendered disposable by 
the farmer s purchase to be invested on mortgage ; 
but it is of no consequence what supposition we make 
with regard to the mode of investment Suppose it 
were invested in the Funds, it would still be disposable 
in the hands of the vendor of stock, and, however it 
might for a time pass from hand to hand, must ulti- 
mately, if it is to yield a revenue, find its way to the 
sustenance of some branch of production — doubtless 
to the sustenance of whatever branch had most need 
of it. If agriculture were that branch, then, in the 
absence of artificial obstacles, to the support of agri- 
culture it would go. If it did not go back to agri- 
culture this would only be because the interests of 
the community were better served by a different dis- 
position of the fund.] 

Perhaps the greatest danger of the present moment 
is that on which so much English legislation has made 
shipwreck — the danger that our statesmen, meaning 
well but embarrassed by their position, will be drawn 
into the middle course of a weak compromise — a 
compromise which will solve nothing, but embroil 
everything. The plan recommended by Mr. Caird, 
a high authority in practical agriculture, fulfils in a 
remarkable manner the conditions of such a settle- 
ment. The. inducements which he holds out to land- 
lords to grant leases would be simply inappreciable. 
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when weighed against the reasons which would still 
remain, from their point of view, for refusing them ; 
and what would be the value of leases without some 
guarantee against an indefinite rise of rent ? But 
while his plan would wholly fail to give a sense of 
security to the tenant, it would be very effectual in 
hampering the action of the landlord. What landlord 
would care to take an active part in working his estate 
when he could only do so by passing his transactions 
with his tenants through the ordeal of public advertise- 
ment in leading newspapers, and waiting for the 
expiration of a five years' notice to quit before getting 
possession of his land ? Of two things, one. The 
material development of the country may, on plau- 
sible grounds, be entrusted to the initiative either of 
landlord or of tenant. There is something to be 
said for both plans. The landlord has naturally the 
advantage of the tenant-farmer — at least of the Irish 
tenant-farmer as he now exists — in enterprise and 
command of capital. On the other hand, enterprise 
and capital may, as others think, be developed in 
a far higher degree by giving real security to the 
tenant. But a system for which there is absolutely 
nothing to be said is that which would fail to evoke 
either of these motive powers ; which would shackle 
the landlord without freeing the tenant, and under a 
net of inducements and counter-inducements, of checks 
and counter-checks, would stifle all vigorous life. 
Such, I venture to think, would be the effect of 
the solution of the Irish problem recommended by 
Mr. Caird. But such a result could scarcely prove 
definitive. Things have gone too far for that The 
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attempt to accomplish it would, however, immensely 
aggravate all the dangerous elements of the situation, 
and probably in the end involve us in extreme courses, 
which might now be avoided. 



NOTE TO p. 197. 

[This is what Mr. Mill has since, in the programme of the Land Tenure 
Reform Association, designated " the unearned increase " from land, all 
future additions to which he proposes on certain conditions to appropriate 
to the State. The discussions which have arisen on this proposal of 
Mr. MilFs have, by the flagrant weakness of the arguments employed 
against it, brought into strong light the essential soundness of Mr. Mill's 
position. Thus, one of the principal of those arguments is derived 
from a supposed analogy between Land and Stocks — e.g. the public funds. 
It is urged that the public funds, like land, rise in value with the progress 
of society ; that the advance in their price which has occurred since they 
were first created has been "unearned" by the fundholder; and that 
therefore the same principle which applies to the " unearned increase " 
from land would require us to mulct the fundholder of this portion of his 
property. The argument is founded upon a gross confusion, which 
perhaps it may be well to clear up. A rise in the price of stocks, where 
it is due to the progress of society, represents a larger capitalized value 
of the same annual sum : it merely indicates a change in the relation of 
capital to interest. But land rises in value, not merely from this cause, 
but also because rent, the annual return, rises. A rise in the price of 
stocks, so far as it is due to the progress of society, would be shared by 
all stocks in an equal degree. The stockholder, consequently, unless so 
far as the advance gives him greater confidence in the stability of his 
property, derives no advantage from the change. His income remains as 
before. He may indeed sell it for a higher price ; but, on reinvesting the 
price, he would have to pay proportionally higher for whatever productive 
fund he chose to buy. To deprive stockholders of the increase in the 
capitalized value of their stock would not be to keep their means of living 
at the same point at which it stood before the advance in price took 
place, but to reduce it below that point just in proportion to the amount 
abstracted. In other words, the recognition of their right to all increase 
in the capitalized value of their income is the condition of leaving 
that income unimpaired. The case of land is totally different. The 
capitalized value of a given rent rises with the progress of society 
precisely as the price of stocks rises. So far the landlord stands on 
the same footing with the fundholder. But then his rent rises also; and 
this makes all the difference. While the fundholder's income remains the 
same as society progresses, the - landlord's steadily rises : his means of 
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living steadily increase. The capitalized value of his estate consequently 
increases not ^wa^y pari passu with the increase in the price of stock, 
that is to say with the increase in the capitalized value of a given yearly 
sum, but in this proportion compounded with the increase in his annual 
rents. Now, it is to the increased value of land incident to the increase 
of annual rent, and to this alone, that Mr. MilPs proposal applies. 

Another argument relied upon by Mr. MilPs opponents is the analogy to 
the case of land supposed to be furnished by the advance in the price of 
works of art and objects of vertu which also occurs with the progress of 
society. But surely the case must be felt to be desperate when such an 
argument is seriously put forward. Conceding the analogy to be perfect, 
is it not sufficient to reply de minimis non curat lexf Special legislation 
on such a subject as the land of a country may surely be permissible 
where it would not be worth the legislator's while to regulate by special 
enactment the irregular gains of a few picture-dealers. But in truth the 
cases are not analogous. In the first place picture collectors perform a 
useful social function by cultivating the public taste in the direction of art ; 
the increase in the value of their property is therefore not altogether 
" unearned." And, secondly, pictures differ from land in this, that they 
do not as a rule rise in value with the progress of society. A few rise in 
value, and a great many more fall. The picture-dealer takes his chance : 
and it would be gross injustice, while compelling him to bear his losses, 
to compel him also to relinquish the occasional gains which form their 
natural compensation.] 



VII. 

POLITICAL ECONOMY AND 
LAISSEZ-FAIRE.* 

Great Britain, if not the birthplace of Political 
Economy, has at least been its early home, as well 
as the scene of the most signal triumphs of its man- 
hood. Every great step in the progress of economic 
science (I do not think an important exception can be 
named) has been won by English thinkers ; and while 
we have led the van in economic speculation, we have 
also been the first to apply with boldness our theories 
to practice. Our foreign trade, our colonial policy, 
our poor-laws, our fiscal system, each has in turn been 
reconstructed from the foundation upwards under the 
inspiration of economic ideas ; and the population and 
the commerce of the country, responding to the im- 
pulse given by the new principles operating through 
those changes, have within a century multiplied them- 
selves manifold. This London, in the midst of which 
we find ourselves, what is it but a mighty monument 
of economic achievement ? — the greatest practical illus- 

♦ An Introductory Lecture delivered in University College, November 
1870. 
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tration which the world has seen of the potent influ- 
ence of those principles which it is the business of the 
political economist to expound ? In view of such facts, 
one might expect that, if there was on the globe a spot 
where a keen interest would be felt in the study of 
Political Economy — where the science which unfolds 
the laws of industry and commerce would be held in 
honour — it would be London. Now I wish to call 
your attention to a singular fact, for singular it surely 
is. In this vast London, so energetic, so enterprising, 
so enlightened ; in this great centre of the world's 
commerce; in this metropolis of the country which 
has produced Adam Smith, Ricardo, Malthus, Mill ; 
which has produced, again, Pitt and Huskisson, Peel, 
Cobden and Gladstone ; in this focus of economic 
activity and power ; the systematic study of economic 
science is almost without practical recognition. I wish 
to be accurate, and I therefore say "almost," and 
I use the qualification " practical " ; for in London 
there are, I believe, three chairs from which Political 
Economy, or matter connected with Political Economy, 
is taught — two in King's College and one here. But 
what is the number 6f students attracted from this 
great population to study Political Economy under 
those chairs "i I have no exact statistics upon the 
point, and the subject is perhaps of too delicate a 
nature to warrant me in going into details. But I 
am certainly not overstating the case \vheh I say, 
that the aggregate number of students attehdihg all 
the public economic schools in London falls very 
much short of a hundred individuals — one hundred 
individuals, that is to say, out of a population of 
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three millions ! I wish I could say that we in this 
college could claim one-half, or even a quarter, of 
this not very overwhelming grand total. 

I do not know whether it is necessary to go into 
comparisons in order to point the significance of these 
figures ; but I will venture to mention one other case, 
as it has come under my own personal observation. 
In the not very flourishing town of Galway, with 
which I have had till lately an official connection, 
there is a chair of Political Economy. The number 
of students who during my time attended the lectures 
from that chair varied ordinarily from six to ten 
persons. Now, if we compare the proportion which 
these numbers bear to the population from which 
they were drawn with the proportion which, let us 
say, the sixty or one hundred students attending 
London chairs bear to the population of this metro- 
polis, and if we take this proportion as an indication 
of the interest felt in economic studies in the two 
places, we arrive at this rather surprising result — that 
in that remote, and I regret to say decaying, Irish 
town, the degree of interest taken in economic science 
is many times, perhaps five or six times, greater than 
here — greater, that is to say, in the " ultima Thule^' of 
Connaught than in this metropolis of modern industrial 
civilization. 

Now it seems to me that this is a very remarkable 
fact, and one that deserves the attention of those who, 
in this country, have charged themselves with this 
branch of speculation. I have called attention to it, 
partly in the hope that those who have better oppor- 
tunities of acquainting themselves with the opinions 
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of the London public than I have may take it into 
consideration, and partly with a view to bring under 
your notice such a partial explanation of the pheno- 
menon as occurs to myself. Let me say here, in 
passing, that there is one explanation of the fact, 
which to many people will seem the sufficient and 
obvious one, which, nevertheless, I cannot allow to 
be either a satisfactory or a complete account of the 
matter. I shall possibly be told that the reason the 
people of London are not attracted to the lectures 
delivered from its economic chairs is simply that those 
lectures are not attractive ; that, in short, the fault 
lies, not with the people of London, but with those 
who fail to set Political Economy before them in an 
interesting light. The facts may be as this explanation 
suggests, at least I have no desire to deny them, so far 
as my own particular share in the transaction is con- 
cerned : but I submit that the allegation fails to meet 
the point. The professors of Political Economy in 
London are not the creators, but the creatures, not the 
cause, but the effect, of the requirements of the people 
of London with respect to this subject. I do not deny 
that there is a connection between the mode in which 
a subject is taught and the interest taken in it, that the 
public taste may be sensibly influenced by the quality 
of those who occupy the seats of learning in a country. 
But, conceding this, I still hold that the public cannot 
escape from its responsibilities towards science and 
learning by sheltering itself under an alleged incompe- 
tency on the part of those to whom it has intrusted 
their interests. If the teachers of Political Economy 
in London are not up to the mark, why does not 
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London supply itself with better ? Why is London 
content to have Political Economy inadequately taught? 
And thus I am brought back to the fact which I have 
proposed for consideration : that, in this great centre 
of English commercial and political life, Political 
Economy, the one science which is pre-eminently an 
English product, which has been built up by English 
thinkers, and applied, with most striking effect, by 
English statesmen, is, as a branch of liberal education, 
all but practically ignored. 

There are those who would probably explain this 
singular state of things by reference to a supposed 
distaste or inaptitude for abstract speculation character- 
istic of the average English mind. I will not under- 
take to say that there may not be some slender basis 
of truth in this view. Englishmen are apt to value 
themselves on being a practical people ; and, as every 
excellence is said to have its compensating defect, it 
is conceivable that this English virtue may have a ten- 
dency to run to excess, and that it may have issued 
in a mental hatbit unfavourable to the cultivation of 
economic science, which, it must be admitted, shares 
the attributes common to all scientific knowledge. 
Certainly, the very slender attention bestowed in 
London on sonie other branches of philosophical spe- 
culation — I may instance mental philosophy and juris- 
prudence — affords some countenance to this view. 
Still, I cainnot admit this to be a complete account of 
the matter. English distaste for abstract speculation, 
assuming it to exist, is, at all events, not so strong 
that it may not be overcome by the prospect of prac- 
tical advantage. What do w^ see ift the Universities } 
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Branches of learning of the most abstract character, 
others, if not abstract, at all events as far removed 
as learning can conceivably be from utilitarian ends, 
but nevertheless pursued with extraordinary eagerness. 
And why ? For no other reason, that I know of, 
than because certain large pecuniary prizes are attached 
to success in them. But this is perhaps a somewhat 
coarse illustration of the facility with which the 
practical English mind may be drawn contrary to 
its natural bent. More creditable evidence may be 
found in the large and increasing attention now given 
to the physical sciences ; for physical science, though 
deriving its data from particular facts, nevertheless, as 
science, consists, not in statements regarding particular 
facts, but in abstract doctrines. What is a law of 
nature but a relation between phenomena considered 
apart from all particular exemplifications of the rela- 
tion? — that is to say, an abstract doctrine. Yet this 
has not prevented the keenest possible pursuit of 
physical knowledge. In short, let it once be made 
clear that abstract speculation is not barren speculation, 
that scientific doctrines have a real bearing on the 
practical concerns of life — and by practical concerns 
of life I do not mean simply making money, but all that 
concerns human beings in shaping their conduct in the 
world — let this only be made clear, and I think we have 
no reason to suppose that a fair proportion of the com- 
munity will not be drawn to their cultivation. And 
this brings me to what, it seems to me is the true 
explanation, or at least one principal cause, of that 
indifference towards economic studies of which the 
limited attention given to them in the seats of learning 
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in London affords so remarkable an indication. I 
seem to observe in the literature and social discussions 
of the day signs of a belief that Political Economy 
has ceased to be a fruitful speculation. Nay, I fear 
I must go further, and admit that it is even regarded 
by some energetic minds in this country as even 
worse than unfruitful — as obstructive, a positive hin- 
drance in the path of useful reform. I am anxious to 
state, as accurately as I can, what I understand to 
be the precise nature of those injurious prepossessions. 
Before attempting to prescribe remedies, it will be 
well to make a careful diagnosis of the disease. 

Few persons of decent education will now deny 
that vast beniefits have accrued to the world, and in 
an especial degree to this country, from the study of 
economic science. I have already referred to the great 
practical reforms that have been accomplished in obe- 
dience to its teaching in the principal departments of 
our public life. And over and above such tangible 
achievements, candid people will acknowledge that its 
influence has been felt throughout the whole range of 
our legislative and administrative systems, and with 
largely beneficial effect. We are all now very familiar 
with such commonplaces as that individuals are the 
best judges of their own interests ; that monopolies 
should not be permitted in trade ; that contracts 
should be free ; that taxation should be equal, and 
should be directed to the maintenance of the revenue, 
not to the guidance of commerce ; and the like. 
These seem now to be very trite maxims, but a 
century ago they were paradoxes ; and, in truth, they 
represent nothing less than a revolution in the modes 
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of governing and administering the country, the result 
of the new modes of thought introduced by economic 
study. Well, the benefits conferred by economic 
science being thus evident and palpable, it may seem 
surprising that opinions such as I have just hinted at 
should obtain, and obtain not merely amongst the 
ignorant, but among well-informed and instructed 
people. How are we to reconcile the recognition 
which must be accorded to the past achievements of 
this science with the beliefs in its present unfruitfulness, 
still more with the opinion held by some of our more 
advanced social thinkers, that it has become an obstacle 
in the forward .path of reform ? 

I put the question thus broadly, because it is only 

when these impressions are brought into juxtaposition 

with the admitted facts of the case that the attitude 

of a large portion of the educated classes towards this 

study can be understood. It is too easily assumed by 

economists that, the past services of their science once 

established, its importance as a branch of modern 

education must be forthwith acknowledged. But this 

by no means follows. Not a few schemes of doctrine 

may be named which have been useful in their time, 

but which, having served their purpose, have ceased to 

possess interest for those who desire to take part in 

the working life of the world ; nay, the burthen of 

which on the memory might even be felt by such as 

an encumbrance and a drag. The rules of chivalry 

once served a very useful purpose. The doctrines of 

the scholastic logic for many centuries greatly aided 

the progress of the speculative intellect. Numerous 

systems of dogmatic theology, now extinct or becoming 
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SO, have for a time served as scaffolding for moral 
ideas more or less valuable. The theory of the social 
contract, fanciful and barren as it may now seem to us, 
was potent among the active forces which produced 
the great intellectual ferment of the last century in 
France. Yet a knowledge of all or of any of these 
phases of thought would scarcely be considered as an 
indispensable part of the mental equipment of an 
educated man in the present day. Now this considera- 
tion may help us to understand the attitude taken 
towards Political Economy by a large number of in- 
structed and active-minded people. It is not denied 
that the science has done some good ; only it is 
thought that its task is pretty well fulfilled. The 
process of abolishing monopolies and removing im- 
pediments to industry is thought to have well-nigh 
reached its natural termination ; or, if there is work to 
be done, then it is held to be work of a different 
order from most of that which has been hitherto 
accomplished — work, in the carrying out of which the 
maxims of economic science not only cannot help us, 
but may even prove an obstruction. These opinions, 
it is evident, must connect themselves with the idea 
entertained of economic science by those who hold 
them ; and this brings me to what I regard as the 
root of the matter — the noticn prevailing among the 
great majority of educated people respecting the nature 
and functions of Political Economy. 

That notion, I imagine, takes somewhat this shape. 
Political Economy has of course to do with wealth ; so 
far there is no question in dispute. But what is the 
problem concerning wealth which it undertakes to 
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solve? I think the prevailing notion is that it under- 
takes to show that wealth may be most rapidly 
accumulated and most fairly distributed — that is to 
say, that human well-being may be most eflfectually 
promoted — by the simple process of leaving people to 
themselves; leaving individuals, that is to say, to 
follow the promptings of self-interest unrestrained 
either by the State or by public opinion, so long as 
they abstain from force and fraud. This is the doctrine 
commonly known as laissez-faire; and, accordingly, 
Political Economy is, I think, very generally regarded 
as a sort of scientific rendering of this maxim, — a 
vindication of freedom of industrial enterprise and of 
contract, as the one and sufficient solution of all 
industrial problems. Such, I apprehend, is the current 
notion ; and it must be owned that it falls in very well 
with most of what is known respecting the practical 
applications of the science. How far this view is well 
founded I shall presently examine ; but I wish first to 
show how it has produced that indifference towards the 
study amongst a large proportion of educated people, 
and that hostility on the part of a few, to which I 
have in the preceding remarks called your attention. 

You will observe, then, that, taking the foregoing 
as a correct description of the scope and functions 
of economic science, its utility, with a view to the 
practical requirements of a country, will entirely 
depend upon what those requirements happen to be. 
If the industrial system of a country be of that cha- 
racter which was universal in Europe eighty or a 
hundred years ago, if trade and industry be hampered 
in all directions by artificial rules and restrictions, 

R 
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obviously there will be great scope for a scheme of 
doctrine embodying and expounding the principle 
of laissez-faire. But if this is not the case, if all, or 
nearly all, the reforms covered by this maxim have 
been already carried, then Political Economy, as its 
scientific expression, can, it is evident, have little 
relevancy to the practical work of the country. How, 
then, stands the case with regard to ourselves ? Do 
we find State action here in the sphere of industry 
greatly overdone ? Are the legal restraints on indi- 
vidual enterprise, still unremoved, of a serious kind ? 
Is our trade still in shackles ? Is our freedom of 
contract injuriously restricted ? I think most candid 
people will acknowledge that, while something may still 
be needed in some or all of these directions, it is not of 
a very formidable character, and that this little may 
safely be trusted for its accomplishment to the impetus 
which still remains from the movement which carried 
the greater economic reforms. Looking around us 
on the social needs of the time, we are bound, I think, 
to confess that we do not find much work of a merely 
negative sort to do ; and we must therefore acknow- 
ledge that, if Political Economy be merely what a 
widely prevalent opinion supposes it to be, if the 
sum and outcome of its teaching be laissez-faire^ the 
field for its activity, in this country at least, must 
henceforth be a narrow one. Under these circum- 
stances, it is not strange if the interest felt in the 
study is of a languid sort. Where the opinion prevails 
that laissezfaire marks the limit of industrial reform, 
that when we have set individual enterprise free we 
have done all that in such matters can be done, 
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Political Economy will naturally be regarded with a 
good-natured tolerance in consideration of its past 
services, combined with a profound indifference, based 
on the conviction that it has become in the course of 
events a practically obsolete scheme of thought. Such, 
it seems to me, is in point of fact the state of feeling 
on this subject amongst a large number of educated 
people in this country at the present time. 

Amongst a large number, but not universally ; for 
there are those whose faith in laissez-faire is not quite 
so absolute as that of the majority ; who hold that 
there are ends to be compassed in social and industrial 
life which can only be reached through the action of 
society as an organized whole; and that, while the 
mere negative and destructive part of industrial reform 
has been well-nigh completed, a work of positive and 
reconstructive reform still lies before us. What will 
be the attitude of this section of thinkers towards a 
speculation putting itself forward as a scientific vindi- 
cation of the principle of "letting things alone"? 
Inevitably one of hostility. When people think they 
see before them a field for useful action, in which 
good may be done by measures of a positive kind, 
they naturally feel impatient of a system propounding 
laissez-faire as the last word of human wisdom. 
Thus, if I have correctly seized the current impression 
respecting this branch of speculation, we have found 
at least a partial explanation of the phenomenon 
which I have proposed for consideration. People 
neglect Political Economy because they regard it as 
practically obsolete, as out of relation to the actual 
work of the time ; or they oppose it because they 

R 2 
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think it has begun to be obstructive; and the view 
taken by depreciators and opponents is in each case 
the natural result of the conception they have formed 
of the study. And here it is that I join issue with 
both classes. I altogether deny the correctness ot 
their view of the science; and, as the most effectual 
means of exploding it, I shall now endeavour to show 
that the maxim of laissez-faire has no scientific basis 
whatever, but is at best a mere handy rule of practice, 
useful, perhaps, as a reminder to statesmen on which 
side the presumption lies in questions of industrial 
legislation, but totally destitute of all scientific au- 
thority. 

In proceeding to argue this point, I must ask you, 
in the first place, to note what this doctrine of laissez- 
faire, if it is to be taken as a scientific principle, really 
means. The implied assertion, as I understand it, 
is this : that, taking human beings as they are, in the 
actual state of moral and intellectual development they 
have reached ; taking account, further, of the physical 
conditions with which they are surrounded in the 
world; lastly, accepting the institution of private 
property as understood and maintained in most 
modern states, — the promptings of self-interest will 
lead individuals, in all that range of their conduct 
which has to do with their material well-being, spon- 
taneously to follow that course which is most for 
their own good and for the good of all. Such is 
the assertion with which we have now to deal ; and 
you will at once see that it involves the two following 
assumptions : first, that the interests of human beings 
are fundamentally the same — that what is most for 



vn.] AND LAISSEZ-FAIRE. 245 

my interest is also most for the interest of other 
people ; and, secondly, that individuals know their 
interests in the sense in which they are coincident 
with the interests of others, and that, in the absence 
of coercion, they will, in this sense, follow them. If 
these two propositions be made out, the policy of 
laissez-faire — the policy, that is to say, of absolute 
abstention on the part of the State in all that concerns 
material well-being — follows with scientific rigour. 
But can they be made out ? For my part I am 
disposed to accept the first one ; I am disposed to 
believe that human interests, well understood, are 
fundamentally at one : only let me in passing suggest 
a caution. Let us not confound the statement that 
human interests are at one with the statement that 
class interests are at one. The latter I believe to 
be as false as the former is true, and, moreover, to 
be one of those plausible optimist falsities against 
which it especially behoves us in the present day to 
be on our guard. But accepting the major premiss 
of the syllogism, that the interests of human beings 
are fundamentally the same, how as to the minor ? — 
how as to the assumption that people know their 
interests in the sense in which they are identical with 
the interests of others, and that they spontaneously 
follow them in this sense? It is a remarkable thing 
that Bastiat, the great apostle of laissez-faire^ in the 
work he has devoted to the glorification of this 
principle, absolutely overlooks this indispensable step 
of the argument — wholly fails to prove his minor 
premiss. He thus states the case : — ** Human inter- 
ests," he says, are either "naturally harmonious," or 
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** naturally antagonistic."* If antagonistic, then the 
solution of the social problem must lie in some form 
of constraint But if human interests be harmonious, 
then, he argues, the solution must lie in leaving 
people free to follow them — in the unqualified adop- 
tion, that is to say, of the principle of laissez-faire. 
Now I beg you to mark the strange assumptions 
that underlie this reasoning. Human interests are 
naturally harmonious : therefore we have only to leave 
people free, and social harmony must result ; as if it 
were an obvious thing that people knew their inter- 
ests in the sense in which they coincide with the 
interests of others, and that, knowing them, they 
must follow them ; as if there were no such things 
in the world as passion, prejudice, custom, esprit de 
corpSy class interest, to draw people aside from the 
pursuit of their interests in the largest and highest 
sense ! Here is a fatal flaw on the very threshold of 
Bastiat's argument ; and it is a flaw which no follower 
of Bastiat has repaired — which, for my part, I believe 
to be irreparable. Nothing is easier than to show 
that people follow their interest, in the sense in 
which they understand their interest. But between 
this and following their interest in the sense in which 
it is coincident with that of other people, a chasm 
yawns. This chasm in the argument of the laissez- 
faire school has never been bridged. The advocates 
of the doctrine shut their eyes and leap over it. 

For, to examine the question more nearly, and to 
come at once to the important point — granting that 

♦ As if even this were necessarily true ; as if it might not be that some 
human interests were in harmony and some opposed. 
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people may, in a certain sense, be trusted to see most 
clearly their own interest, and to pursue with avidity 
what they so regard, what is it that people under- 
stand to be their interest ? What did landlords, as 
a class, understand to be their interest down to 
1846, when they maintained the Com Laws as in- 
dispensable to their rents, and the prop of their 
political power ? What do the same class now under- 
stand as their interest, when they avail themselves 
of the power given them by the law to put their 
estates in settlement, create life-interests, entails, col- 
lateral charges, interposing endless artificial obstacles 
between the land of the country and the living people 
who inhabit it, to the practical exclusion from the 
possession of land of the enormous majority of 
Englishmen ? What do Irish landlords understand 
to be their interest when they are only withheld by 
fear of assassination, or by law, from evicting their 
tenants in order to consolidate their estates ? What 
did employers in former days understand to be their 
interest when they enacted statutes of labourers ? 
or, in more recent times, when a ten hours' Act has 
become necessary to protect women and children 
against the consequences of an unscrupulous pursuit 
of gain ? What is the notion those farmers form of 
their interest who employ the gang system as de- 
scribed in recent parliamentary reports ? or, again, 
those members of trades-unions, who pass rules against 
task-work and in favour of uniform wages for the 
skilful and the inept, the idle and the industrious, 
rules against machinery and in favour of inefficient 
methods of manual labour, rules against the admission 
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6f their fellows to sharing with themselves the oppor- 
tunities of a livelihood offered by the market, rules, 
in a word, against the most efficacious use of man s 
power over nature, and the fair distribution of the 
proceeds of toil — what, in the idea of these trades- 
unionists, is their interest ? To give one instance 
more, what was the notion of their interest entertained 
by the slaveholding aristocracy in the Southern 
States of the American Union, who, seeing with their 
own eyes the exhausting and ruinous effects of the 
system they upheld ; seeing its influence in pre- 
venting the rise of a skilled industrial class, and 
in thus almost wholly excluding manufacturing in- 
dustry from the States where it prevailed ; seeing its 
effects in consigning to lawless barbarism more than 
a half of the entire rural population, — nevertheless 
rose in arms to maintain it, and not merely to 
maintain, but to extend it far and wide over the 
continent of America? Or, turning from particular 
examples to broad results, can any one seriously 
consider the present condition of the inhabitants of 
these islands — these islands where industrial freedom 
has for nearly half a century had greater scope than 
in any previous age or in any other country, but 
where also the extremes of wealth and poverty are 
found in harsher contrast than they have been ever 
found elsewhere; where one man consumes more 
value in a single meal than goes to feed and clothe 
the family of another for a month ; where the entire 
land of the country is owned by less than a hundred 
thousand persons out of a population of thirty 
millions ; where one in every twenty persons is a 
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pauper ; where the great bulk of the agricultural 
population look forward with calm resignation to 
spending their old age in a workhouse ; while the 
artisan population of the towns find themselves about 
once in ten years in the midst of a frightful com- 
mercial catastrophe, which consigns hundreds of 
thousands to ruin — I ask if any one can seriously 
consider this state of things, and yet repose in 
absolute satisfaction and confidence on his maxim of 
laissez-faire"^ Nor is it merely the co-existence of 
this state of things with an unparalleled freedom in 
all directions of industrial and commercial enterprise 
that we have to consider. The truly significant 
circumstance is that the policy in question, the policy 
expressed by laissez-faire^ has been steadily progressive 
for nearly half a century, and yet we have no sign 
of mitigation in the harshest features of our social 
state. I beg of you to consider the lesson taught 
by the repeal of the Corn Laws. That was one of 
the most important steps ever taken in carrying out 
the policy of laissezfaire — as all economists believe 
a thoroughly sound and wise step. Well, now, 
observe what the repeal of the Corn Laws has done 
for us, and also what it has not done for us. It has 
given an immense impulse to our general trade; our 
exports and imports have, since the passing of the 
measure, enormously increased ; our wealth and popu- 
lation have advanced with unexampled rapidity. 
But the able men who led the agitation for the repeal 
of the Corn Laws promised much more than this. 
They told us that the Poor Laws were to follow the 
Corn Laws ; that pauperism would disappear with 
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the restrictions upon trade, and the workhouses ere 
long become obsolete institutions. I fear this part 
of the programme has scarcely been fulfilled. Those 
ugly social features, those violent contrasts of poverty 
and wealth, that strike so unpleasantly the eye of 
every foreign observer in this country, are still pain- 
fully prominent. The signs of the extinction of 
pauperism are not yet very apparent In a word, 
" the grand final result " promised by Bastiat as the 
double goal towards which laissez-faire conducts man- 
kind — " the indefinite approximation of all classes 
towards a level which is always rising ; the equaliza- 
tion of individuals in the general amelioration" — 
seems as yet, with all our freedom of trade, scarce 
perceptibly nearer — nay, one might be tempted to 
say, seems further off than ever. I say this is a 
significant fact, and one fitted, it seems to me, to 
abate our confidence in mere laissez-faire as the 
panacea for industrial ills. 

There is then no evidence, either in what we know 
of the conduct of men in the present stage of their 
development, or yet in the large experience we have 
had of the working of laissez-faire^ to warrant the 
assumption that lies at the root of this doctrine. 
Human beings know and follow their interests accord- 
ing to their lights and dispositions; but not necessarily, 
nor in practice always, in that sense in which the 
interest of the individual is coincident with that of 
others and of the whole. It follows that there is no 
security that the economic phenomena of society, as at 
present constituted, will always arrange themselves 
spontaneously in the way which is most for the 
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common good. In other words, laissez-faire falls to 
the ground as a scientific doctrine. I say as a scientific 
doctrine; for let us be careful not to overstep the 
limits of our argument. It is one thing to repudiate 
the scientific authority of laissez-faire^ freedom of con- 
tract, and so forth ; it is a totally different thing to set 
up the opposite principle of State control, the doctrine 
of paternal government. For my part I accept 
neither one doctrine nor the other ; and, as a practical 
rule, I hold laissez-faire to be imcomparably the safer 
guide. Only let us remember that it is a practical 
ruhy and not a doctrine of science; a rule in the 
main sound, but like most other sound practical rules, 
liable to numerous exceptions ; above all, a rule which 
must never for a moment be allowed to stand in 
the way of the candid consideration of any promising 
proposal of social or industrial reform. It is from 
this point of view that the argument I have been 
urging assumes a practical aspect. Laissezfaire, 
freedom of contract, and phrases of like import, have 
of late become somewhat of bugbears with a large 
number of people. It is enough to mention them, 
to discredit by anticipation the most useful practical 
scheme. What did we hear during the discussions 
on the Irish Land Bill ? Political Economy again 
and again appealed to as having pronounced against 
that measure. Now, what did this mean ? Simply 
that the Bill interfered with freedom of contract, 
violated the rule of laissez-faire — charges perfectly true, 
and which would have been decisive against the 
Bill had these phrases really possessed the scientific 
authority which members of Parliament supposed 
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them to possess. Now, it is against this understanding 
of the doctrine that my argument is directed. So 
understood, I hold it to be a pretentious sophism, des- 
titute of foundation in nature and fact, and rapidly be- 
coming an obstruction and nuisance in public affairs. 

Well, if Political Economy is something else than 
the doctrine of laissez-faire, what is it ? If it pos- 
sesses capabilities in relation to positive and recon- 
structive, no less than in relation to negative and 
destructive, reform, I may fairly be required to point 
them out. And this is what, in the further remarks 
I have now to offer you, I shall attempt to do. If 
then I am asked what is Political Economy, I say 
it is the Science of Wealth ; and for those who clearly 
apprehend what science, in the modern sense of the 
term, means, this ought sufficiently to indicate at once 
its province, and what it undertakes to do. Unfortu- 
nately, many who perfectly understand what science 
means when the word is employed with reference to 
physical nature, allow themselves to slide into a 
totally different sense of it, or rather into acquiescence 
in an absence of all distinct meaning in its use, when 
they employ it with reference to social existence. In 
the minds of a large number of people everything is 
Social Science which proposes to deal with social 
facts, either in the way of remedying a grievance, 
or in promoting order and progress in society. Now 
I am anxious here to insist upon this fundamental 
point : whatever takes the form of a plan aiming at 
definite practical ends — it may be a measure for 
the diminution of pauperism, for the reform of land- 
tenure, for the extension of co-operative industry, for 
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the improvement of the coinage ; or it may assume a 
more ambitious shape, and aim at reorganising society 
under spiritual and temporal powers, represented by a 
high priest of humanity and4:hree bankers — it matters 
not what the proposal be, whether wide or narrow in 
its scope, severely judicious or wildly imprudent — if 
its object be to accomplish definite practical ends, then 
I say it has none of the characteristics of a science, 
and has no just claim to the name. Consider the 
case of any recognized physical science — Astronomy, 
Dynamics, Chemistry, Physiology — does any of these 
aim at definite practical ends ? at modifying in a 
definite manner, it matters not how, the arrangement 
of things in the physical universe ? Clearly not. In 
each case the object is, not to attain tangible results, 
not to prove any definite thesis, not to advocate any 
practical plan, but simply to give light, to reveal laws 
of nature, to tell us what phenomena are found to- 
gether, what effects follow from what causes. Does 
it result from this that the physical sciences are with- 
out bearing on the practical concerns of mankind "i I 
think I need not trouble myself to answer that 
question. Well, then, Political Economy is a science 
in the same sense in which Astronomy, Dynamics, 
Chemistr)^ Physiology, are sciences. Its subject-matter 
is different ; it deals with the phenomena of wealth, 
while they deal with the phenomena of the physical 
universe; but its methods, its aims, the character of 
its conclusions, are the same as theirs. What Astro- 
nomy does for the phenomena of the heavenly bodies ; 
what Dynamics does for the phenomena of motion ; 
what Chemistry does for the phenomena of chemical 
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combination ; what Physiology does for the phenomena 
of the functions of organic life ; that Political Eco- 
nomy does for the phenomena of wealth : it expounds 
the laws according to which those phenomena co- 
exist with or succeed each other; that is to say, it 
expounds the laws of the phenomena of wealth. 

Let me here briefly explain what I mean by this 
expression. It is one in very frequent use ; but, like 
many other expressions in frequent use, it does not 
always perhaps carry to the mind of the hearer a very 
definite idea. Of course I do not mean by the laws 
of the phenomena of wealth, Acts of Parliament. I 
mean the natural laws of those phenomena. Now 
what are the phenomena of wealth ? Simply the 
facts of wealth ; such facts as production, exchange, 
price ; or again, the various forms which wealth 
assumes in the process of distribution, such as wages, 
profits, rent, interest, and so forth. These are the 
phenomena of wealth ; and the natural laws of these 
phenomena are certain constant relations in which 
they stand towards each other and towards their 
causes. For example, capital grows from year to 
year in this country at a certain rate of progress ; in 
the United States the rate is considerably more 
rapid ; in China considerably slower. Now these 
facts are not fortuitous, but the natural result of 
causes ; of such causes as the external physical cir- 
cumstances of the countries in question, the intelli- 
gence and moral character of the people inhabiting 
them, and their political and social institutions; and 
so long as the causes remain the same, the results 
will remain the same. Similarly, the prices of com- 
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modities, the rent of land, the rates of wages, profits, 
and interest, differ in different countries; but here 
again, not at random. The particular forms which 
these phenomena assume are no more matters of 
chance than the temperature or the mineral produc- 
tions of the countries in which they occur are matters 
of chance ; or than the fauna and flora which flourish 
on the surface of those countries are matters of chance. 
Alike in the case of the physical and of the economic 
world, the facts we find existing are the results of 
causes, between which and them the connection is 
constant and invariable. It is, then, the constant 
relations exhibited in economic phenomena that we 
have in view, when we speak of the laws of the 
phenomena of wealth ; and in the exposition of these 
laws consists the science of Political Economy. If 
you ask me wherein lies the utility of such an ex- 
position of economic laws, I answer, in precisely the 
same circumstance which constitutes the utility of all 
scientific knowledge. It teaches us the conditions of 
our power in relation to the facts of economic existence, 
the means by which, in the domain of material well- 
being, to attain our ends. It is by such knowledge 
that man becomes the minister and interpreter of 
Nature, and learns to control Nature by obeying her. 

And now I beg you to observe what follows from 
this mode of conceiving our study. In the first place, 
then, you will remark that, as thus conceived. Political 
Economy stands apart from all particular systems of 
social or industrial existence. It has nothing to do 
with laissez-faire any more than with communism ; 
with freedom of contract any more than with paternal 
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government, or with systems of status. It stands 
apart from all particular systems, and is moreover 
absolutely neutral as between all. Not, of course, that 
the knowledge which it gives may not be employed to 
recommend some and to discredit others. This is 
inevitable, and is only the proper and legitimate use of 
economic knowledge. But this notwithstanding, the 
science is neutral, as between social schemes, in this 
important sense. It pronounces no judgment on the 
worthiness or desirableness of the ends aimed at in 
such systems. It tells us what their effects will be as 
regards a specific class of facts, thus contributing data 
towards the formation of a sound opinion respecting 
them. But here its function ends. The data thus 
furnished may indeed go far to determine our judg- 
ment, but they do not necessarily, and should not in 
practice always, do so. For there are few practical 
problems which do not present other aspects than the 
purely economical — political, moral, educational, artistic 
aspects — and these may involve consequences so 
weighty as to turn the scale against purely economic 
solutions. On the relative importance of such conflict- 
ing considerations Political Economy offers no opinion, 
pronounces no judgment, thus, as I said, standing 
neutral between competing social schemes ; neutral, as 
the science of Mechanics stands neutral between 
competing plans of railway construction, in which 
expense, for instance, as well as mechanical efficiency, 
is to be considered ; neutral, -as Chemistry stands 
neutral between competing plans of sanitary improve- 
ment ; as Physiology stands neutral between opposing 
systems of medicine. It supplies the means, or, more 
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correctly, a portion of the means, for estimating all ; 
it refuses to identify itself with any. 

Now. I desire to call particular attention to this 
characteristic of economic science, because I do not 
think it is at all generally appreciated, and because 
some serious and indeed lamentable consequences 
have arisen from overlooking it. For example, it is 
sometimes supposed that, because Political Economy 
comprises in its expositions theories of wages, profits, 
and rent, the science is therefore committed to the 
approval of our present mode of industrial life, under 
which three distinct classes, labourers, capitalists, and 
landlords, receive remuneration in those forms. Under 
this impression, some social reformers, whose ideal of 
industrial life involves a modification of our existinsf 
system, have thought themselves called upon to 
denounce and deride economic science, as forsooth 
seeking to stereotype the existing forms of industrial 
life, and of course therefore opposed to their views. 
But this is a complete mistake. Economic science has 
no more connection with our present industrial system 
than the science of mechanics has with our present 
system of railways. Our existing railway lines have 
been laid down according to the best extant mechanical 
knowledge ; but we do not think it necessary on this 
account, as a preliminary to improving our railways, to 
denounce mechanical science. If wages, profits, and 
rent find a place in economic theories, this is simply 
because these are the forms which the distribution of 
wealth assumes as society is now constituted. But it 
comes equally within the province of the economist to 
exhibit the working of any proposed modification of 

s 
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this system, and to set forth the operation of the laws 
of production and distribution under such new con- 
ditions. And, in connection with this point, I may 
make this remark, that, so far from its being true that 
economic science has done its work, and thus become 
obsolete for practical purposes, an object of mere 
historical curiosity, it belongs, on the contrary, to a 
class of sciences whose w^ork can never be completed, 
never at least so long as human beings continue to 
prog^ress ; for the most important portion of the data 
from which it reasons is human character and human 
institutions, and everything consequently which affects 
that character or those institutions must create new 
problems for economic science. Unlike the physicist, 
who deals with phenomena incapable of development, 
always essentially the same, the main facts of the 
economist's study — man as an industrial being, man as 
organized in society — are ever undergoing change. 
The economic conditions of patriarchal life, of Greek 
or Roman life, of feudal life, are not the economic 
conditions of modern commercial life; and had Political 
Economy been cultivated in those primitive, ancient, or 
mediaeval times, while it would doubtless have contained 
some expositions which we do not now find in it, it must 
also have wanted many which it now contains. One 
has only to turn to the discussions on currency and 
credit which have accompanied the great development 
of our commerce during the last half-century, to see 
how the changing needs of an advancing society evolve 
new problems for the economist, and call forth new 
ofrowths of economic doctrine. At this moment one 
may see that such an occasion is imminent. Since 
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the economic doctrines now holding their place in our 
text-books were thought out, a new mode of indus- 
trial organization has established itself in this and 
other countries. Co-operation is now a reality, and, 
if the signs are not all deceptive, bids fair to trans- 
form much of our industry. Now the characteristic 
feature of co-operation, looked at from the economic 
point of view, is, that it combines in the same person 
the two capacities of labourer and capitalist ; whereas 
our present theories of industrial remuneration pre- 
suppose a division of those capacities between distinct 
persons. Obviously, our existing theories must fail 
to elucidate a state of things different from that con- 
templated in their elaboration. We have thus need of 
a new exposition of the law of industrial remuneration 
— an exposition suited to a state of things in which 
the gains of producers, instead of taking the form of 
wages, profits, and rent, are realized in a single comT 
posite sum. I give this as an example of the new 
developments of economic theory which the progress 
of society will constantly call for. Of course it is an 
open question whether this is the direction in which 
industrial society is moving; and there are those, 
I know, who hold that it is not towards co-Qperation, 
but rather towards ** captains of industry" and organi- 
zation of workmen on the military plan, that the 
current is setting. It may be so ; and in this case the 
economic problem of the future will not be that which 
I have suggested above ; nevertheless, an economic 
problem there still will be. If society were organ- 
ized to-morrow on the principles of M. Comte, so long 
as physical and human nature remain what they are, 

s 2 
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the phenomena of wealth would exhibit constant 
relations, would still be governed by natural laws; 
and those relations, those l^ws, it would still be im- 
portant to know. The function of the economist would 
be as needful as ever. 

A far more serious consequence, however, of 
ignoring the neutral attitude of this study in relation 
to questions of practical reform is the effect it has had 
in alienating from it the minds of the working classes. 
Instead of appearing in the simple guise of an ex- 
positor of truths, the contributor of certain data to- 
wards the solution of social problems — data which of 
themselves commit no man to any course, and of 
which the practical cogency can only be determined 
after all the other data implicated in the problem are 
known — instead of presenting itself as Chemistry, 
Physiology, mechanical science present themselves, 
Political Economy too often makes its appearance, 
especially in its approaches to the working classes, in 
the guise of a dogmatic code of cut-and-dried rules, a 
system promulgating decrees, '* sanctioning" one social 
arrangement, "condemning" another, requiring from 
men, not consideration, but obedience. Now when 
we take into account the sort of decrees which are 
ordinarily given to the world in the name of Political 
Economy — decrees which I think I may say in the 
main amount to a handsome ratification of the existing 
form of society as approximately perfect — I think we 
shall be able to understand the repugnance, and even 
violent opposition, manifested towards it by people who 
have their own reasons for not cherishing that un- 
bounded admiration for our present industrial arrange- 
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ments which is felt by some popular expounders of so- 
called economic laws. When a working man is told 
that Political Economy ** condemns" strikes, hesitates 
about co-operation, looks askance at proposals for limit- 
ing the hours of labour, but "approves" the accumula- 
tion of capital, and "sanctions" the market rate of wages, 
it seems not an unnatural response that ** since Political 
Economy is against the working man, it behoves the 
working man to be against Political Economy." It 
seems not unnatural that this new code should come 
to be regarded with suspicion, as a system possibly 
contrived in the interest of employers, which it is the 
workmen's wisdom simply to repudiate and disown. 
Economic science is thus placed in an essentially false 
position, and the section of the community, which is 
most vitally interested in taking to heart its truths, 
is effectually prevented from even giving them a 
hearing. I think it, therefore, a m^ttei* not merely of 
theoretic, but of the utmost practical importance, that 
the strictly scientific character of this study should be 
insisted on. It is only when so presented that its true 
position in relation to practical reforms, and its really 
benevolent bearing towards all sorts and conditions of 
men, will be understood, and that we can hope to 
overcome those deep-seated but perfectly natural pre- 
judices tvith which the most numerous class in the 
community unfortunately regard it. 

And now I trust I have made it cleai* that the 
branch of knowledge, with whose intet'ests I am 
charged in this college, possesses other claims upon 
our attention than those which rest upon its past 
services ; that it has a real and vital connection with 
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all existing problems which involve the material 
interests of human beings, as well as a field for deve- 
lopment in new directions, which can never fail so 
long as society continues to progress. Above all, I 
trust I have placed it beyond doubt that, rightly 
conceived, economic science can never be an obstacle 
to the fair consideration and discussion of any plan 
of human improvement. Those schemes only need 
fear Political Economy which are conceived in igno- 
rance of human nature, or of the laws of the physical 
universe. And surely it is a singular position which 
those social reformers take up who deliberately slight 
or neglect this study. They desire, they tell us, to 
improve the condition of their fellow-creatures. They 
have perhaps drawn up elaborate and highly complex 
plans for achieving this end ; but they object to have 
their proposals tested by scientific methods. Better 
they think to take a leap in the dark, than to examine 
beforehand by the lamp of science the ground to 
which they invite us to commit ourselves. In a 
striking passage of an admirable address. Professor 
Huxley has pointed out how all true education, so far 
as education is an art, is but a mode of acquiring 
knowledge which Nature herself, where we omit this 
means of acquiring it, is pretty sure to bring home 
to us after her own rude fashion. The teaching of 
Nature, says Professor Huxley — 

" Is harsh and wasteful in its operation. Ignorance is 
visited as sharply as wilful disobedience — incapacity meets 
with the same punishment as crime. Nature's discipline 
is not even a word and a blow, and the blow first ; but the 
blow without the word. It is left to you to find out why 
your cars are boxed. 



VII.] AND LAISSEZ-FAIRE. 263 

"The object of what we commonly call education — that 
education in which man intervenes, and which I shall dis- 
tinguish as artificial education-^is to make good these defects 
in Nature's methods ; to prepare the child to receive Nature's 
education, neither incapably, nor ignorantly, nor with wilful 
disobedience; and to understand the preliminar)'' symptoms 
of her displeasure without waiting for the box on the ear. 
In short, all artificial education ought to be an anticipation 
of natural education. And a liberal education is an artificial 
education which has not only prepared a man to escape the 
great evils of disobedience to natural laws, but has trained 
him to appreciate and to seize upon the rewards, which 
Nature scatters with as free a hand as her penalties." 

What is it then that those persons ask us to do who 
would dispense with the study of Political Economy ? 
Simply to deprive ourselves of the aids of artificial 
education in the most complicated, most difficult, and 
most momentous concerns of life. Rather than take 
the trouble to understand ** the preliminary symptoms 
of Nature's displeasure" in the government of her 
economic kingdom, they think it better we should 
rush into action and learn — by having our ears boxed. 
I do not know whether you will feel inclined to 
hearken to their advice. But I pray you to under- 
stand that the soufflets administered by Nature in 
punishment of economic ignorance are by no means 
trifling penalties. They are known by the ilames of 
bankruptcies, commercial crises, conflicts of capital and 
labour, Sheffield outrages, excess of population, pau- 
perism, internal insurrections, international jealousies 
often issuing in foreign wars. This metropolis in its 
eastern quarter could just now supply some striking 
illustrations. Ireland, with its wretched peasantry, 
demoralized by centuries of industrial insecurity, could 
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furnish a few more. What is it that led France to 
surrender her liberties into the hands of a saviour 
of society ? What but 'the spectre of socialism — 
that rank growth of economic ignorance ? Thus 
economic ignorance, when it has conceived, brings 
forth socialism, and socialism breeds despotism, and 
despotism, when it is finished, issues in war, misery, 
and ruin. Other causes, no doubt, have contributed 
to the terrible catastrophe which we now witness 
and deplore ; but most assuredly economic ignorance 
is deeply responsible in the matter. These horrors, 
then, are some of the chastisements which Nature 
administers to those who choose to remain in igno- 
rance of the signs of her displeasure in economic 
affairs. Would it not be as well to iavoid them ? 
Nay, would it not be even worth While to seize on 
some of the rewards which here, no less than in 
her physical realm, Nature scatters with as free a 
hand as her penalties .'^ 



VIII.» 
M. COMTE AND POLITICAL ECONOMY. 

Of the writers who during the last half century 
have contributed to place Social Philosophy on the 
footing which it now holds, none deserve more 
deference on questions of classification and method 
than Auguste Comte. Opinions will differ as to the 
value of his views on the regeneration and reorganiza- 
tion of society, but M. Comte has rendered services 
to the cause of social and historical speculation which 
are quite independent of the system of doctrines 
distinctively connected with his name. Even those 
who reject what are known as Positivist doctrines, 
and who feel themselves in imperfect sympathy with 
the spirit of Positivism, may gratefully acknowledge 
that social studies have taken a new place in the 
domain of speculative thought since M. Comte 
devoted to them his mind and life, and may recognize 
in his work an achievement not without analogy to 
that accomplished by Bacon in a different though 
neighbouring field. In neither case, they will probably 

* Fortnightly Review^ May 1870. 
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think, did the value of the performance consist in 
the positive contributions made to our knowledge, 
whether of physical nature by Bacon, or of the 
principles of social union by M. Comte, — though it 
will be allowed that our obligations to M. Comte on 
this score are vastly greater than any which can be 
credited to the author of the " Novum Organum," — 
but in the distinctness and vividness of the conception 
which each alike had formed of the path of investiga- 
tion to be followed in the pursuit of that knowledge 
which each had taken for his special goal, and in what 
was the consequence of this : the strength of convic- 
tion and the unfaltering faith with which each delivered 
his message. Bacon's dreams of a New Atlantis 
to be reached by experiment and induction were not 
more in advance of the current speculation of his 
time than were the analogous dreams of M. Comte 
of a society regenerated by Positive Philosophy. 
While the poet was singing that — 

"Through the ages one increasing purpose runs," 

the French philosopher believed that he had divined 
that purpose, and could lay bare its scope. And he 
not only conceived the design, but, in the opinion of 
eminent judges, took important steps towards its 
realization. 

The high authority, then, of M. Comte in the 
domain of Social Philosophy will scarcely be dis- 
puted — certainly will not be disputed by the present 
writer ; and it must therefore be allowed that the 
absolute proscription by him of a branch of social 
inquiry carries with it a certain presumption — some 
will think a weighty presumption — against the legiti- 
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macy of the speculation falling under this ban. Now 
this presumption, whatever may be its weight, lies, 
it must be frankly admitted, against the branch of 
study which it is the purpose of the following pages 
to promote.* It was M. Comte's opinion that Political 
Economy, as cultivated by the school of Adam Smith's 
successors in this country and in France, failed to 
fulfil the conditions required of a sound theory by 
Positive Philosophy, and was not properly a science. 
He pronounces it to be defective in its conception, 
" profoundly irrational " in its method, and ** radically 
sterile" as regards results. Such an opinion, pro- 
ceeding from a philosopher of M. Comte's eminence, 
is a fact which ought not to be lightly passed by. 
M. Comte, moreover, has supported this unfavourable 
judgment by a train of elaborate argumentation ; but, 
so far as I know, his arguments have not yet been 
seriously grappled with. I am very sensible to what 
an ext9nt I shall leave myself open to the imputation 
of presumption in venturing on a task which has been 
avoided by so many incomparably better fitted than I 
am for its effective discharge. Nevertheless, the task 
is one which I feel bound to undertake ; for it seems 
to me that I should be guilty of even greater presump- 
tion were I to enter upon an investigation such as I 
propose to make the subject of the present volume, 
without, at all events, attempting to do justice, so far 
as my abilities permit, to M. Comte's views. As a 
preliminary step, therefore, to an examination of the 

♦ [It should be stated that the present Essay was intended as the 
preliminary chapter of a work on "The Logical Method of Political 
Economy."] 
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character and method of Political Economy, I have 
to ask the reader to follow me in an examination of 
the grounds of M. Comte's judgment against the 
scientific pretensions of this study. 

And, in the first place, let me endeavour to state 
the precise question on which M. Comte is at issue 
with the student of economic science. M. Comte 
does not deny that the phenomena of wealth are 
important elements in determining the condition and 
progress of society ; still less does he deny — on the 
contrary, it is his emphatic assertion — that these 
phenomena, like all others which in the aggregate 
constitute the social state, are subject to invariable 
law. On the other hand, political economists — those 
political economists, at least,. whose views the present 
writer shares — make no pretension to constitute Poli- 
tical Economy as the scifence of society. It is fully 
admitted that the sUbject-matter of their science is 
but one among many elements which go to form the 
aggregate social condition ; and they are consequently 
bound to acknowledge, as they do acknowledge, that 
the most complete acquaintance with economic facts 
and laws furnishes of itself no adequate basis for 
general social speculation. But agreeing thus far, 
M. Comte and the political economists differ here : — 
while admitting that economic phenomena are subject 
to law, M. Comte denies that the law can be ascer- 
tained by study of the phenomena. His position is, 
that the facts of wealth are, in the form in which they 
actually present themselves to our observation, so 
inextricably interwoven with facts of a different order 
— with facts, for example, of the intellectual, moral. 
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and political order — that the determination of the 
laws which govern them is only possible when they 
are considered in connection with such associated 
facts; that consequently a science of Political Economy 
is impossible ; just as for the same reason a science 
of Psychology, or of Jurisprudence, or of any distinct 
and separate order of social relations is impossible. 
It was accordingly with him a fundamental canon of 
philosophical method, that all investigations into the 
structure and laws of society should proceed on the 
principle of dealing with social facts, to use M. Comte's 
language, in the ensemble. Society, he said, should be 
contemplated in the totality of its elements ; and no 
investigation should be undertaken into any portion 
of those elements except in constant connection with 
parallel investigations carried on contemporaneously 
into all co-existing portions of the complex whole. 
All isolated study of a single aspect of social life, of a 
particular order of its relations apart from the rest, he 
regarded as essentially vicious and doomed to failure 
in advance.* Such a view is, of course, altogether 
inconsistent with the existence of a science of wealth ; 
and here, accordingly, the student of Political Economy 
comes into collision with the teaching of M. Comte. 
Instead of proceeding by the method of the ensemble^ 
and studying society in all its elements at once, the 
political economist proceeds by an opposite rule : he 
breaks up the aggregate social phenomenon into the 
elementary groups of which it is composed, and, select- 

* " Philosophic Positive," Legons 47 and 48. See also the " Politique," 
vol iii. p. 585 (1853), from which it will be seen that M. Comte's views on 
this point underwent no change in his later years. 
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ing one of these, studies it apart from all the others. 
He does not indeed, as has been already intimated, 
confound the laws at which he thus arrives, the laws 
of this detached group, with the laws of society ; but 
the laws of society itself, he holds, are only to be 
ascertained by working on the pljin which he has 
adopted, — by making, that is to say, each distinct order 
of relations involved in the composite phenomenon 
of society the subject of a distinct and separate investi- 
gation, leaving it to the social philosopher properly 
so called — the speculator on society as a whole, — to 
combine the results of the labours of students of 
special branches in elucidation of the general problem .* 
Such is the question at issue between the student 
of Political Economy and M. Comte. Now, adverting 
to the history of inductive research, it will at once 
be seen that the view taken by the political economist 
has this weighty presumption in its favour : it is in 
strict analogy with the course followed by all fruitful 
investigation from the dawn of scientific discovery to 
the present time. 

♦ " Notwithstanding the universal consensus of the social phenomena, 
whereby nothing which takes place in any part of the operations of 
society is without its share of influence on every other part ; and not- 
withstanding the paramount ascendancy which the general state of 
civilization and social progress in any given society must hence exercise 
over all the partial and subordinate phenomena ; it is not the less true 
that ditferent species of social facts are in the main dependent, imme- 
diately and in the first resort, on different kinds of causes ; and there- 
fore not only may with advantage, but must, be studied apart : just as in 
the natural body we study separately the physiology and pathology of 
each of the principal organs and tissues, though every one is acted upon 
by the state of all the others ; and though the peculiar constitution and 
general state of health of the organism co-operates with, and often pre- 
ponderates over, the local causes, in determining, the state of any 
particular organ."— MILL'S System of Logic, vol. ii. p. 480. 3rd Ed. 
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When men first began to speculate on the facts 
of the universe, the line of investigation they fell 
into was precisely that which M. Comte holds to be 
the proper one in sociological inquiry. They contem- 
plated nature in the ensemble^ and propounded the 
question, What is the origin of all things ? But so 
long as the problem remained in this form, nothing 
valuable issued from the efforts to solve it beyond 
the discipline afforded to the minds thus employed — 
nothing but a series of vague guesses more or less 
ingenious, yielding, it may be, some satisfaction to the 
speculative intellect, but incapable of throwing any 
light on the real relations of objective existence. In 
time, however, and by slow degrees, the spirit of the 
ensemble gave way to another spirit — that of specializa- 
tion and detail. Influenced mainly by the practical 
necessities of life, in some degree also by the 
exceptional conspicuousness of certain phenomena, 
people turned from speculation on the universe as a 
whole to observation and reasoning upon certain 
limited orders of facts. Thus geometry arose out of 
the practical requirement of measuring the earth ; and, 
beginning as an art, grew into a science, taking as 
its subject-matter the particular class of relations 
brought into view in that practical operation. The 
order followed in the genesis of the science of 
geometry is typical of the whole course of scientific 
development. In each case practical exigencies, or 
exceptional conspicuousness, have called attention to 
phenomena of a special kind — to the movements of 
the heavenly bodies, to the play of mechanical forces, 
to the composition of material substances, to the 
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structure or functions of the human body — ^from the 
investigation of which have arisen the sciences of 
Astronomy, of Mechanics, of Chemistry, of Anatomy, 
of Physiology. Each science, called into existence by 
the anxiety to explain striking experiences, or to 
provide and justify practical expedients, has taken in 
charge some special and limited order of relations, 
has detached these from the mixed and heterogeneous 
body of physical phenomena, and has made them the 
subject of isolated and special study. The laws of the 
various orders of physical relations have thus been 
determined ; and the rays of scientific light emanating 
from the separate investigations of perfectly inde- 
pendent workers have been made to converge in 
elucidation of the actual composite facts of the outer 
world. 

This has been the course of development in 
physical science, the method by which the secrets 
of external nature have been unlocked. It has been 
a method, not of study in the ensemble, but of study 
through the elements — of analysis followed by syn- 
thesis. In perfect analogy with this mode of proceed- 
ing is the political economist's conception of the path 
of inquiry to be followed in dealing with the facts of 
social life. He proposes to break them up into their 
elementary groups, and he takes one of these groups — 
the phenomena of wealth— as the subject of his 
special investigation. It may be remarked, more- 
over, that, in selecting this particular group of pheno- 
mena, he has been influenced by considerations in all 
respects analogous to those which have determined the 
separate treatment of the various classes of physical 
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phenomena. Political Economy, like Geometry, 
Astronomy, Mechanics, Chemistry, had its origin in 
practical exigencies, and made its debut as an art. It 
aimed at the practical object of enriching particular 
nations by means of trade. For this purpose highly 
complicated machinery — encouragements for particular 
industries, prohibitions of others, bounties, drawbacks, 
in a word the whole body of commercial regulations 
known as the Colonial and Mercantile systems — 
was brought into play. These expedients, if they 
favoured *some interests, damaged others : the conflict 
of interests brought on discussion ; and the argument 
raipidly passed from attack and defence of practical 
plans to examination of the natural laws governing 
the order of relations which it was the purpose of 
these plans to control. The limits of the debate were 
not at first, perhaps, very distinctly defined, but by 
degrees they grew clear. The facts of wealth became 
detached for the purposes of discussion from the other 
classes of facts with which in actual existence they were 
blended; and Political Economy, as the science of 
those facts, emerged. As regards origin and mode 
of development, therefore, the parallel between Poli- 
tical Economy and the physical sciences is complete ; 
nor have I any reason to suppose that M. Comte 
would dispute the general correctness of the descrip- 
tion I have given : indeed, he frankly admits that the 
precedents of physical science are against him.* What, 
then, is his line of argument 'i It is this: he contends 
that the cases are not similar; that the problems 
presented, on the one hand by physical nature, on the 

* " Philosophic Positive," vol. iv. pp. 353-54. Edit. 1839, 

T 
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other by social life, are so radically discrepant that 
the method applicable to the one must be, not only 
modified, but reversed, in dealing with the other. 
To follow in social inquiry the precedents of physical 
research is, according to M. Comte, in oblivion of 
essential distinctions, to practise a "blind imitation." 
This is the position which we are now called upon to 
consider. 

Most people who take an interest in questions of 
the kind we are now discussing are familiar with 
M. Comte's classification of the sciences. As is known, 
it proceeds upon the plan of arranging the various 
branches of scientific knowledge in the order indicated 
by the relative complexity of their subject-matter. 
Thus it places first in the scale the sciences which deal 
with the most simple order of relations — number and 
extension. After these comes Mechanics, as involving 
relations one degree more complex; next to Mechanics, 
Astronomy, which is followed by Physics, and so on 
through the whole circle of scientific knowledge ; 
each science, according to its place in the scale, 
representing a degree of complexity greater than those 
preceding and less than those following it. It results 
from the principle of the arrangement that the organic 
sciences, having for their subject matter the complex 
phenomena of the vegetable and animal world, should 
occupy the later portion of the scale, and that Soci- 
ology, or the science of human society, as concerned 
with the most complex of all phenomena, should con- 
clude and crown the whole. As regards the merits 
or demerits of this classification — a question on which 
the highest authorities are not agreed — it would be 
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unbecoming in me to pretend to express an opinion. 
I only refer to it in order to render M. Comte's argu- 
ment against Political Economy intelligible^;'"- As has 
been said, then, the sciences are arranged in the order 
indicated by the degree of complexity in their subject- 
matter ; those occupying the first or lower portion of 
the scale embracing phenomena but little complex, 
while the phenomena embraced by the sciences in the 
later portion are complex in a high degree. It is on 
this distinction that M. Comte grounc^s his argument 
for disregarding in sociological speculation the pre- 
cedents furnished by physical research. According to 
him, the method of investigation that has been followed 
in the study of physical nature — the method, that is to 
say, which proceeds by breaking up composite phe- 
nomena into the elementary groups composing them, 
studying apart the elementary groups, determining 
their laws, and afterwards combining these laws in 
explanation of the original aggregates, — this method, 
according to M. Comte, owes its efficacy to the un- 
complex character of the phenomena submitted to the 
process. As phenomena become more complex, the 
method, he contends, becomes less suitable, less effica- 
cious, till at length a point is reached at which it fails 
altogether, and it becomes necessary to adopt a con- 
trary mode of procedure, the mode of procedure, 
namely, which he describes as investigation through 
the ensemble. This' point in the scale of the sciences 
coincides, he tells us, with that at which the transition 
is made from inorganic to organic nature. The method 
of investigation by disintegration and separate study 
should thenceforth give way to that which proceeds by 

T 2 
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treatment in tlic ensemble. Accordingly, he holds tnat 
the orjjanic sciences generally should be cultivated in 
conformity with this principle; but in the study of 
social phenomena, the most complex and intricate of 
all, the rule becomes absolute and imperative.* 

And here one is led to ask why the method of 
specialization should lose its efficacy as problems be- 
come more complex ? The very opposite is what one 
would naturally expect. If a problem involving- no 
more than two or three distinct elements can only be 
resolved by the process of analysis and separate con- 
sideration of the parts, the necessity for this would 
seem to be still more urgent as the elements engaged 
became more numerous. M. Comte's reason for 
reversing this inference is very peculiar. t He says 
that as phenomena become more complex, the elements 
composing them become more solidaires. In the 
physical universe, the complexity of the phenomena is 
not great, and consequently their ** solidarity " is but 
** slightly pronounced :" ** the elements are here better 
known to us than the ensemble'' But the reverse is 
the case with the organic world, and more especially 

* As to the nature of the complexity of social phenomena see Mill's 
" Logic/' vol. ii. p. 475 et seq, 3rd Edit. 

t This argument has appeared to me so weak — indeed, M. Comic's 
whole case against Political Economy is, as it seems to me, so weak — that 
1 have felt it difhcult at times to repress the suspicion that his reasons 
for rejecting it were not purely and simply of a philosophical kind. 
" II s'agit malhcureusement," he says in one passage, " et sans que rien 
puisse m'cn dispenser, de tenter une crdation philosophique qui n*a 
jamais ($t<5 jusqu'ici <5bauchde ni convenablement congue par aucun de 
mes prdddcesseurs." ** Sociology '* could not be constructed in its entirety 
by M. Comte if Political Economy were a legitimate speculation. But 
M. Comte felt it to be his mission to construct Sociology in its entirety. 
The conclusion seems evident. 
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with that portion of the organic world which consti- 
tutes the social organism. The phenomena are here 
characterized by a very high degree of complexity, and 
therefore, says M. Comte, by a very high degree of 
solidarity : "the ensemble oi th^ subject is better known 
to us and more accessible than the parts." On the 
fundamental principle, then, of inductive logic, which 
requires us to proceed from the known to the unknown, 
from the better to the less known, we are bound, in 
dealing with the phenomena of organic nature, but more 
especially with the phenomena of society, to begin our 
investigations with the study of aggregates, and only 
after we have determined their \di\\s to address ourselves 
to those of the less known elements. M. Comte admits 
that this mode of proceeding must "gravely augment" 
the fundamental difficulties already incident to the 
extreme complication of the subject-matter; but this, 
he conceives, is only a reason for reserving the study 
of society for " the highest scientific intelligences." 

In attempting to criticise this argument, it becomes 
necessary to assign a distinct meaning to its several 
propositions. We encounter, in the first place, the 
expression, " the ensemble of society," and the state- 
ment that this is better known to us than the 
"elements." In the most obvious meaning of the 
word the statement is manifestly not true. By the 
ensemble of society most people would, I think, under- 
stand the aggregate of the human beings composing 
society — of those human beings considered in their 
social relations ; and by the " elements," the individual 
social men and women. In this sense I say it is 
manifestly untrue that we know society better in its 
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ensemble than in its ** elements," — so manifestly so, 
that it cannot for a moment be supposed that this 
was M. Comte's meaning. When, for example, an 
Englishman travels in France, it is not with the 
ensemble of French society that he comes into contact, 
but with certain railway officials and hotel proprietors, 
exemplifying a very limited range of French social 
existence. As he prolongs his residence he may 
extend his knowledge ; but the course which his 
acquisitions take will, I need scarcely say, be in the 
opposite direction to that which M. Comte's maxim 
affirms. Nor can a French philosopher attain a know- 
ledge of French social existence by any different 
path ; he, too, must proceed from individuals to classes, 
and from classes to the social whole. But there is 
another sense in which M. Comte's language may be 
understood. Social phenomena, like all other phe- 
nomena, meet us not simple, but composite. We do 
not encounter purely religious, or purely industrial, or 
purely political men and women. Social acts, social 
situations, can rarely be referred to any single in- 
fluence. Human beings, as they exist, are not 
abstract, but historical, human beings, in a greater 
or less degree under the influence of all the causes 
that have been affecting the race from its origin down 
to the present time. Thus regarded, society, or more 
properly social phenomena, may be said to present 
themselves to us in the ensemble ; and thus understood, 
the statement that we know society through its 
e^isemble, not through its elements, is undoubtedly 
true. If this be M. Comte's meaning, the pro- 
position cannot be disputed ; but then it must be 
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remarked that the assertion is equally true as applied 
to the phenomena of the physical universe. Physical 
forces also act in constant conjunction. Unless we 
effect the separation by artificial means we encounter 
no purely chemical, or purely optical, or purely 
mechanical phenomena, but phenomena in the pro- 
duction of which a variety, greater or less, of physical 
forces concur — that is to say, we know physical nature 
also through its ensemble. We are thus brought back 
to the point from which we started : why are we 
— the phenomena of social life and those of physical 
nature being made known to us under similar condi- 
tions — to reverse in our study of society the method 
of investigation which has been found efficacious in 
dealing with the physical world ? 

M. Comte's reply at this stage of the argument 
resolves itself into the doctrine I have already stated, 
that the solidarity of phenomena varies directly with 
their complexity. It is true, he seems to admit, that 
we know physical nature equally with social through its 
ensemble ; but the ensemble^ in the former case, is com- 
posed of fewer elements^ and these, in proportion as 
they are fewer, are less solidaires — are therefore more 
easily broken up and submitted to separate examina- 
tion. Hence arises an increased facility of applying 
the method of disintegration and separate study in 
their case. But, in the first place, this does not meet 
the difficulty, since the answer admits that physical 
nature is known to us through its ensemble — an admis- 
sion which, on M. Comte's principles, seems to draw 
with it the obligation of studying physical nature 
through this, its most familiar manifestation. Waiving, 
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however, this point, I wish to examine M. Comte's 
position, which is really the root of his whole argument 
against Political Economy, that phenomena in propor- 
tion as they are more complex are more soltdaires. 
If this assumption be not well founded, there is ab- 
solutely nothing for his reasoning to rest upon. 

To test the doctrine, let us consider it in a con- 
crete case. I take the instance of water, a compo- 
site physical phenomenon exemplifying a variety of 
physical laws. Considered chemically, its complexity 
is of the lowest degree, containing as it does but two 
elements, oxygen and hydrogen. According to M. 
Comte's doctrine, water, being chemically of the lowest 
degree of complexity, ought to exhibit, in the relation 
of its chemical elements, the lowest degree also of 
solidarity. The fact, I need scarcely say, is exactly 
the reverse. As everyone knows, the solidarity — by 
which I understand intimacy of relationship, closeness 
of interdependence — existing between the elements 
composing water is of an extremely intense kind, so 
much so that the analysis of water constituted an 
epoch in chemical history. On the other hand, if we 
take a phenomenon of greater complexity, say water 
in combination with lime, we find the solidarity 
diminish as the number of the elements is increased ; 
the water or the lime being much more easily detached 
from the hydrate of lime than the elements composing 
the water, or than those composing the lime, are from 
each other. Nor is this a solitary example : rather it 
represents a rule holding extensively throughout 
chemical combination. In inorganic chemistry the 
salts arc in general easily decomposed, while the less 
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complex elements composing them — the oxides of the 
metals and the acids — are mostly of very difficult 
analysis. And in organic compounds a similar rule 
prevails. So far, therefore, the relation between com- 
plexity and solidarity appears to be the reverse of that 
for which M. Comte contends. The case just con- 
sidered illustrates the incidents of complexity within 
the range of a single order of relations. How stands 
the fact when the orders of relation exemplified in 
the phenomena are different ? For example, water 
possesses — besides chemical — mechanical, optical, elec- 
trical, and other physical properties. Is it true that, as 
between these several orders of physical phenomena, 
the solidarity is, as M. Comte asserts, ** little pro- 
nounced " — that the chemical, mechanical, optical, 
and electrical attributes of water are but slightly inter- 
dependent — less interdependent than, for example, 
physiological and moral qualities in a human being, or 
political and industrial conditions in a body politic ? 
No one denies that here also there is solidarity ; but 
the question is, not as to the existence of solidarity, but 
as to the degree. What M. Comte had to show was 
that the solidarity of co-operating agencies was greater 
in the case of the phenomena of society than in that of 
the phenomena of the physical world— so much greater 
as to necessitate in their case an inversion of the 
method of investigation practised in the study of 
physical nature ; but to establish this he has not 
advanced a particle of proof. For my part, I can 
imagine no more eminent example of the solidarity 
of forces than that presented by the most ordinary 
phenomena of the physical world — the ebb and flow of 
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the tides, the succession of the seasons, the freezing 
and thawing of water, a shower of rain, a drop of dew. 
Yet this has been no bar in the study of these pheno- 
mena to the employment of methods which M. Comte 
would nevertheless exclude from the domain of social 
science on the ground that its phenomena are solidaires. 

So much for the grounds of general philosophy on 
which M. Comte relies in refusing to recognize Poli- 
tical Economy as a science ; and he finds, as he 
conceives, corroboration of the soundness of the view 
he has taken in the history and actual condition of 
economic speculation. M. Comte opens his criticisms 
on the history and existing state of Political Economy 
with the remark, that its scientific pretensions could 
not well have been otherwise than inane, considering 
the sort of persons by whom it has been cultivated. 
These have, he tells us, nearly all proceeded "from 
the ranks of advocates and litterateurs-.''* — ** Strangers 
by their education, even with regard to the least 
important phenomena, to every idea of scientific obser- 
vation, to every notion of natural law, to every senti- 
ment of true demonstration, it was impossible for them, 
whatever might have been the intrinsic force of their 
intelligence, to apply duly to the complicated problems 
of society a method of reasoning the simplest appli- 
cations of which they were wholly ignorant of, — 
destitute, as they were, of any other philosophical 
preparation than certain vague and inadequate precepts 
of general logic." From this sweeping characterization 
he excepts Adam Smith, and Adam Smith alone, 

* " Philosophic Positive," vol. iv. p. 266. 
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whose judgment is commended in having avoided 
the "vain pretension" of founding a special science, 
and in confining the aim of his work to the elucidation 
of some detached points of social philosophy. But 
with the single exception of the " Wealth of Nations," 
the whole dogmatic portion of the pretended science 
presents, according to M. Comte, the simple metaphy- 
sical character — a phrase which, as M. Comte's readers 
are aware, supplies the strongest form of reprobation 
known to the Comtian vocabulary. Of the truth of 
this conclusion, if further evidence were needed, ample 
is found in ** the avowal, spontaneous and decisive, of 
the respectable Tracy," implied " in the insertion of 
his treatise on Political Economy between Logics and 
Ethics, as a fourth part of his general treatise on 
Ideology." 

The impression which these comments will leave on 
readers acquainted with the leading economical writers 
of France and England, will scarcely, I should think, 
be favourable to M. Comtes candour and sagacity. 
It is, in fact, quite evident that M. Comte had no 
effective knowledge of the branch of science which 
he denounced ; and it is scarcely credible that he 
could even have remembered, as he wrote the passage 
from which I have made the above extracts, who its 
cultivators had been ; for the list includes, to mention 
no others, the names of Turgot, Hume, Bentham, 
Ricardo, and the two Mills. There need be no hesita- 
tion in saying — and the remark implies no disrespect 
to M. Comte — that any one of these writers had quite 
as accurate a conception of what constitutes a law of 
nature, and of the sort of proof by which a law of 
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nature is established, as M. Comte himself. It would 
seem, indeed, as if M. Comte's mind lost its proper 
balance and edge on coming into contact with Political 
Economy. Not only does he forget what is due to the 
able thinkers who preceded him, and who — could he 
have believed it — were his fellow -labourers in building 
up that science of society of which he wished to 
constitute himself the sole and exclusive founder, but 
his sense of logical cogency seems to fail him : I know 
not how else to account for his reference to the collo- 
cation of topics adopted by M. Destutt de Tracy in 
his treatise on Ideology, as '* decisive" evidence of 
the unpositive character of Political Economy. What 
M. Comte's reasons were for excepting Adam Smith 
from the general condemnation passed upon the 
cultivators of economic science, it is not easy to 
surmise. One is almost tempted to believe that his 
acquaintance with the eminent masters in the science 
was confined to the author of the "Wealth of Nations." 
Had he known, for example, and to mention no other 
instances, Turgot's brief but pregnant ** Essai sur la 
Formation et la Distribution des Richesses'* — a work 
for which his biographer Condorcet, not unreasonably, 
prefers the claim of being '* the germ of the ' Wealth 
of Nations'" — or Ricardos " Principles of Political 
Economy and Taxation," it is not easy to believe 
that he could have committed himself to a distinc- 
tion not less unjust than invidious. Two works more 
thoroughly saturated with the severest spirit^ of the 
Positive Philosophy would not easily be found in the 
literature of scientific speculation. 

But, passing from the personal question, M. Comte 
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proposes to try the Positive character of economical 
speculation by two tests, "continuity'* and "fecundity." 
These qualities, he remarks, are the least equivocal 
symptoms of really scientific conceptions. "When 
the work of the present time, instead of presenting 
itself as the spontaneous sequel and gradual consum- 
mation of former work, takes, in the case of each 
new author, a character essentially personal, and the 
most fundamental notions are incessantly brought into 
question ; when the dogmatic constitution of a science, 
far from engendering any sustained progress, results 
habitually in the sterile reproduction of illusory con- 
troversies, ever renewed, never advancing ; when 
these indications are found, there we may be certain 
we have to do, not with positive science, but with 
theological or metaphysical dissertation. Now is not 
this the spectacle which Political Economy has 
presented for half a century "i If our economists are 
in reality the scientific successors of Adam Smith, 
let them show us in what particulars they have effec- 
tively improved and completed the doctrine of that 
immortal master, what discoveries really new they 
have added to his original felicitous apercusf 

The tests proposed are indubitably sound. The 
challenge is a fair one. If Political Economy cannot 
make good its pretensions by the criteria of continuity 
and fecundity, it deserves to be relegated to the 
limbo to which M. Comte consigns it. 

But in proceeding to the ordeal it is necessary to 
distinguish. There would, it must at once be ad- 
mitted, be no difficulty in showing that a great deal 
of writing on economical subjects, now no less than 
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when M. Comte published his criticisms, is of the 
sort which he describes as " metaphysical," — that is to 
say, vague, ** personal,*' full of "sterile and illusory 
controversies ; " it must further be acknowledged that 
this style of writing prevails to a far larger extent in 
the discussions of Political Economy than in those of 
any physical science. The least reflection, however, 
will show, what has often been pointed out, that this 
incident of economic speculation is quite inevitable. 
It results from two circumstances : first, the intimate 
relation in which social questions, economic included, 
stand to personal and class concerns, and through 
them to general politics, and the keen interest conse- 
quently felt in such questions by the general public ; 
and, secondly, the absence of a technical nomenclature, 
and the necessity which hence arises for employing 
popular language in the exposition of the doctrines 
of social and economic science. The inevitable conse- 
quence of this state of things has been to attract to 
the discussion of such topics a crowd of unqualified 
persons. The incident, however, is not peculiar to 
Political Economy ; and, if a science is to be made 
responsible for all the unscientific and superficial argu- 
mentation to which it gives occasion, Sociology would 
have quite as much, perhaps rather more, to answer 
for than economic science. The question, therefore, 
cannot be decided by extracts drawn at random from 
the miscellaneous literature of economic discussion : 
it is not by extracts from such sources, but by the 
doctrines of the science as expounded in the works 
of acknowledged masters, that the issue must be 
determined. From the writings of M. Comte 's avocats 
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and litterateurs I must appeal to those of Malthus, 
of Say, of Ricardo, of Tooke, of Senior, of Mill. 
These I take to be the veritable scientific successors 
of Adam Smith — after him and Turgot, the true 
founders and accredited expositors of economic doc- 
trine. Limiting the controversy to this arena, I 
venture to assert that a more remarkable example 
of continuity of doctrine, of development of seminal 
ideas, of original aper(us extended, corrected, occa- 
sionally re-cast, of new discoveries supplementing, 
sometimes modifying, the old — in short, of all the 
indications of progressive science — will not easily be 
found even in the history of physical speculation.* 

The portion of economic science which Adam Smith 
carried furthest, and in which he left least for his 
successors to correct or supplement, is probably the 
theory of production. With true instinct, he fixed on 
labour and land as the great original sources of wealth. 
Of these agencies, that furnished by nature being 
a constant force, he saw that the progress of wealth 
must depend on the progressive efficiency of that 
other which man contributed. The problem of pro- 
duction thus resolved itself into ascertaining the 
conditions determining the efficiency of human in- 
dustry. These conditions he grouped under three 
leading categories — division of labour, machinery, and 

♦ " U^conomie politique," says M. Courcelle-Seneuil, " bien que jeune 
encore, prdsente une suite de travaux dont Tobjet, le but et la m^ihode, 
sont les m6mes, qui forment un corps, ^tablissent une tradition et des 
croyances communes, une science enfin dans laquelle les conceptions, 
m^me fautives et imparfaites, servent k <5Iever des theories moins fautives 
et moins imparfaites ; dans laquelle chaque v^rit^ d^couverte est recueil- 
lie et conserv^e et chaque erreur sig^al^e comme un ^cueil k ^viter." 
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the accumulation of capital. Such, stated in a few 
words, is the theory of production propounded in the 
** Wealth of Nations." It has been submitted by his 
successors to a searching criticism ; but it has emerged 
from the ordeal, in the main, unaffected as regards the 
essence of the doctrines, though more or less modi- 
fied in detail. Land — though, without doing much 
violence to language, we may extend the term to cover 
all that the land contains, all the material objects, 
therefore, which form the subject-matter of wealth, 
and even those productive powers resident in the 
earth — can yet scarcely be understood as comprising 
the forces in general of physical nature. Adam Smith, 
at all events, did not so employ the term ; and, accord- 
ingly, his generalization 'of the sources of wealth into 
land and labour is defective in not paying sufficient 
regard to the part performed in production by these 
latter agencies. As he overlooked their co-operation, 
so he necessarily failed to perceive the conditions on 
which it was rendered, and the consequences involved 
in the varying efficacy of those conditions — an 
omission which has been supplied by his successors, 
with important consequences in the general theory 
of economic development. Again, his conception of 
capital has been carefully sifted by more than one 
later writer, and has been cleared in the process 
of discussion of some extraneous elements which 
obscured the true nature of the functions performed 
by that agent of production. Division of labour, 
again, which he regarded mainly in its more obvious 
applications, has been shown to be a particular case of 
a larger principle, co-operation, which embraces not 
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merely the class of phenomena adverted to by Adam 
Smith, but the great transactions of international 
commerce, and industrial organization in its most 
extended sense. Subject to modifications of this 
minor kind, however, the doctrines of Adam Smith, 
in the theory of production, have been retained, and 
remain an integral portion of the existing body of 
economic science. 

Passing to another field, and turning to his specula- 
tions on the phenomena of exchange value, one may 
with great truth apply to them what M. Say has said 
of his eiltire work : '* The more we extend our know- 
ledge of Political Economy, the more highly we shall 
appreciate both what he has done and what he has 
left for others to do." There are passages in the 
" Wealth of Nations " which touch the very core of 
the true theory of value. When, for example, he 
says : ** The real price of everything, what every- 
thing really costs to the man who wants to ac- 
quire it, is the toil and trouble of acquiring it. 
What everything is really worth to the man who 
has acquired it, and who wants to dispose of it, is 
the toil and trouble which it can save to himself, 
and which it can impose upon other people : " — when, 
again, he says : " Labour was the first price — the 
original purchase-money that was paid for all things," * 
he expressed truths which had only need to be firmly 
grasped to unravel for him the complications of this 

♦ Turgot also saw in industrial production the original act of exchange : 
" LTiomme est encore seul ; la nature seule foumit k ses besoins, ct deja 
il fait avec elle un premier commerce oh. elle ne foumit rien qu'il ne paie 
par son travail, par Tempi oi de ses facult^s et de son temps/'— Valeurs et 
AfonnaieSy quoted by M. Courcelle-Scneuil, vol. i. p. 304, note. 
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most intricate order of phenomena. But he has hardly 
laid hold on the clue when he lets it go, and proceeds 
to exclude from the operation of the principle he had 
enunciated all stages of social existence except the 
earliest — that " rude state of society which precedes the 
accumulation of stock and the appropriation of land." 
The doctrine of value, as he finally developed it, 
though vitiated by a defective analysis of the elements 
of cost, nevertheless had the great merit of connecting 
the phenomena with cost as its governing principle, 
and the further still higher merit — in which I think he 
was entirely original — of bringing into view the con- 
ception of " natural," as distinguished from " market " 
values — that "central price towards which the prices 
of all commodities are continually gravitating." These 
were considerable achievements, as those will acknow- 
ledge who are acquainted with the failure of even the 
most able of his predecessors to get beyond superficial 
generalizations — one might say the commonplaces of 
the subject — in this fundamental branch of Political 
Economy,* or who observe the futile efforts to excogi- 

* Turgot's exposition of the doctrine of value {Formation et Distribu- 
tion dcs RichesseSy §§ 33 — 35) does not go beyond proximate causes, namely, 
the reciprocal wants and means of buyers and sellers in a given market ; 
in modern phrase, demand and supply. But incidentally in another part 
of his work (§ 61), he falls into a groove of thought which all but leads 
him up to the principle of "natural price" and "cost of production." 
" C'cst lui " [the capitalist], he writes, " qui attendra que la vente des cuirs 
lui rcnde, non seulement toutes ses avances, mais encore un profit suffisant 
pour le dddommager de ce que lui aurait valu son argent s*il I'avait em- 
ployd en acquisition de fonds ; et dc plus du salaire dO k scs travaux, k 
scs soins, Ji ses risques, \ son habilet<5 meme ; car sans doute, k profit 
dgal, il aurait prdfdrd vivre sans aucune peine d'un revcnu d'une terre 
qu*il aurait pu acqudrir avec Ic meme capital." But having thus touched 
on the true solution, he afterwards (§ 67) recurs to his former position ; 
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tate a theory of the numerous modem writers who 
rush into economic speculations with no better guidance 
than the light of nature. In this form the theory was 
accepted by Say * without substantial change, but in 
the hands of Ricardo it underwent* important modifica- 
tions, and in effect was recast. Starting from Adam 
Smith's conception of '* natural price," and of cost as 
the regulator of this, he did much to elucidate the 
position by simply excluding from his exposition of the 
subject all that was inconsistent with these primary 
assumptions.' But he did more than this. His 
clearer view of the nature of exchange value, and the 
firmer grasp he had attained of the bearing of that 
** first price," that *' original purchase-money," on all 
the secondary results in the play of industrial exchange 
flowing from the necessity of its payment, enabled him 
to show that the same principle which governed 
exchanges in primitive societies, and which Adam 
Smith imagined was peculiar to such societies, obtained 
equally, though masked by the more complicated 
machinery of advanced civilization, in all stages of 
industrial development; and finally enabled him to 
bring within the scope of his general theory a class of 
phenomena of which the theory, as left by Adam 

"Ce sont toujours les besoins et les facult^s qui mettent le prix k la 
vente," &c. 

* M. Say's doctrine of value — so far as a distinct doctrine can be 
elicited from his very contradictory statements — differed in some respects 
from Adam Smith's ; but Ricardo has shown (Works, p. 172) that where 
he differed, it was to go wrong. The essentials of Adam Smith's doc- 
trine, that value was governed by cost of production, and that cost of 
production consisted of wages, profits, and rent, in such sense that a rise 
or fall of any of these elements necessitated a corresponding rise or fall 
of value— all this M. Say fully held. 

U 2 
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Smith, failed to give any intelligible account — the 
phenomena of agricultural prices ; — a generalization 
from which he was immediately led to his celebrated 
doctrine of rent From the facts of value, as presented 
within the limits of a single industrial community, 
Ricardo advanced to the more complicated phenomena 
presented by international exchange ; and here, ag^n, 
with unfailing instinct, he laid his hand on the salient 
elements of the problem ; though it was reserved for 
Mr. Mill, by his theory of the " equation of inter- 
national exchange," first propounded in his " Essays on 
Unsettled Questions in Political Economy,"* to com- 
plete this portion of the docrine. In the more impor- 
tant and fundamental speculation, however, on the 
governing principle of ** natural value" in domestic 
transactions, Ricardo left little for his successors 
to supply. Mr. Senior improved the exposition by 
giving a name — Abstinence — to an element of cost, 
not unrecognized by Ricardo, and implied in his exposi- 
tion, but not brought into sufficient prominence by 
him ; and Mr. Mill, in his chapter on the " ultimate 
elements of cost of production," has effected some 
modifications in detail, and given greater precision to 
some of the conceptions involved ; but in essentials the 
doctrine remains as it canie from the master's hand. 

In the field of foreign trade, Adam Smith achieved 
important results, though mainly of a negative kind. 
His onslaught on the mercantile theory of wealth, and 
his advance from the destruction of that fetish to the 

♦ " Un travail," says M. Cherbuliez of Geneva, " le plus important et 
le plus origfinal dont la science ^conomique se soit enrichie depuis une 
vingtaine d'anndes." 
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establishment of the doctrine of Free Trade, are among 
his best-known exploits. Yet it is nevertheless true 
that Adam Smith wholly failed to give a rational 
account of the principle which occasions and governs 
the interchange of commodities between nations, and 
by consequence to explain in what consists, or what 
measures, the gain of foreign trade. His language on 
this subject, in not a few passages, exhibits all the 
vacillation and contradiction of the mercantile school. 
While alive to the important and fundamental truth 
that ** consumption is the sole end and purpose of 
production," and drawing the sound inference that 
** the interests of producers ought to be attended 
to only so far as they promote the interests of 
consumers," the main tenor of his exposition of 
the nature and effects of foreign trade is nevertheless 
conceived distinctly from the producer's stand-point. 
Foreign markets are regarded as beneficial, because 
affording a **vent for surplus productions," and the 
gain of commerce is supposed to lie mainly in its 
conducing to maintain a high range of mercantile 
profit On the whole, it must be said, in spite of some 
admirable maxims and pregnant hints which occur 
throughout the discussion, that the theory of foreign 
trade, as developed in the ** Wealth of Nations," con- 
stitutes a mass of confused thought and misappre- 
hended fact. The whole of this portion of the science 
was still essentially chaotic, and, notwithstanding the 
partial elucidations effected by M. Say in his exposition 
of the doctrine that '* products are the markets for 
products," remained in this condition until here again 
the genius of Ricardo, by a few masterly generaliza- 
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tions, introduced order and light into the jarring 
elements. One of these, known to economists as the 
doctrine of ** comparative cost," set forth, for the 
first time, the fundamental conditions which determine 
the profitableness of international exchange. Adam 
Smith's negative conclusions were not only corrobo- 
rated but supplied with a basis in the general theory 
of the subject, while the small element of truth con- 
tained in the doctrine of the Mercantile school was 
ascertained and discriminated. Phenomena, moreover, 
which Adam Smith had wholly overlooked, and which 
his doctrine would have been powerless to explain — 
for example, the continued importation of a commodity 
produced under less favourable conditions than those 
available for its production in the importing country — 
were brought into view, and shown to be the necessary 
consequences of the fundamental law which governed 
this province of exchange. The theory of foreign 
trade, thus for the first time placed upon a rational 
foundation, has since been taken up by Mr. Mill, at 
whose hands it has received important additions and 
modifications, but additions and modifications, as. Mr. 
Mill himself is careful to point out, which are all in the 
nature of developments of the original doctrine — all, 
therefore, of that kind which are the natural incidents 
and best evidence of progressive science. 

Let me briefly trace the history of one important 
economic doctrine more. The true nature and func- 
tions of money, as employed within the limits of a 
single country, were apprehended with great clearness 
by Adam Smith. When he distinguished the coin of 
a country — " the great wheel of circulation " — from the 
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goods which it circulates ; when he likened the use of 
paper money to the substitution for this wheel of 
another, less costly and more convenient; and, by a 
still more apt image, to a road through the air which 
should enable the people of the country to turn to the 
purposes of cultivation the space previously occupied 
by the ordinary highway; when, following out this 
illustration, he showed how the conversion was effected 
through the substitution, by means of interchange with 
foreign countries, of productive capital for the barren 
gold ; when he set the subject of a mixed currency in 
this light, — he supplied or suggested principles adequate 
to explain the most important phenomena of domestic 
circulation. These principles have all been accepted 
by his successors, and are to be found in all good text- 
books of Political Economy : some of their conse- 
quences, too, have been embodied in legislative 
measures. But the same weakness of his general doc- 
trine on the side of international exchange which 
excluded him from clear insight into the movements of 
cosmopolitan commerce, disabled him also in his 
attempt to deal with the phenomena of international 
money. On the causes regulating the distribution of 
gold and silver throughout the world, and the relative 
range of prices amongst commercial nations, Adam 
Smith has thrown little or no light ; but, as the reader 
will anticipate, his shortcomings were here again sup- 
plemented by the same able thinker who had solved 
the genera^ problem of international trade — a problem 
of which the question of international money was but 
a part. In other directions, also, monetary doctrines 
have progressed since the time of Adam Smith. 
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would be strange indeed were it otherwise. The 
disturbance of monetary relations caused by the great 
wars following on the French Revolution, the suspen- 
sion of cash payments for twenty years by the Bank of 
England, the immense development of credit which 
has signalized the last half-century, have brought to 
light monetary phenomena of a range and complexity 
unknown in the earlier period. The investigations of 
the Bullion Committee of 1810, and the admirable 
labours of Mr. Tooke, preserved in his ** History of 
Prices," have turned these opportunities to excellent 
account, and shed new light over the whole of this ex- 
tended and intricate field ; which has been still further 
elucidated by the discussion arising out of the contro- 
verted question of the policy of the Bank Act of 1844. 
Such, then, in four capital departments of Political 
Economy, has been the course of speculation since 
the publication of the "Wealth of Nations;"* and 
there would be no difficulty in extending the illustra- 
tion to other doctrines of the science. But I think I 
may stop here, and ask if there is nothing in all this 
but ** the reproduction of sterile controversies, ever 
renewed, never advancing .-^ " Is this a spectacle of 
purely theological and metaphysical dissertation ? Is it 

♦ In the foregoing argument I have drawn my illustrations mainly from 
the works of English economists ; not that I have any wish to ig^nore what 
has been done by other schools, but because the capital discoveries in 
the science have, so far as I know, been made by Englishmen. TTiis, I 
observe, is freely admitted by one of the most eminent of recent contribu- 
ors to economic speculation on the Continent. M. Chcrbuliez, of Geneva, 
writes : — " On peut consid^rer Adam Smith comme le fondateur d'une 
^cole, de cette ^cole Anglaise, k laqucUe la science est redevable de presque 
tous les th^or^mes importants dontelle s'est enrichie depuisle commence- 
ment de ce si^cle." — Precis dc la Science ico$iottiiquey vol. i. p. 30, 
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true that the successors of Adam Smith have nothing 
to show of effective contribution to the doctrines of 
their master, no really new discoveries to add to his 
"felicitous aper(us*'f Are we not, on the contrary, 
justified in affirming that Political Economy presents, 
and that in a very eminent degree, one at least of 
those symptoms which M. Comte has declared to be 
among the least equivocal evidences of really scien- 
tific conceptions — continuity of doctrine ? 

The other criterion by which M. Comte proposes to 
try Political Economy is fecundity, or the test of 
fruit. And here it is probable many people would 
meet his challenge by adducing the general results 
of modern industrial and commercial legislation — such 
results, for example, as the extinction of trade corpora- 
tions, the abolition of usury laws, the more or less 
extensive adoption by the leading nations of Europe 
of the principle of free trade, English colonial policy, 
English financial, monetary, and poor-law reforms — 
achievements which, it will scarcely be denied, may 
be fairly credited to Political Economy. They are 
unquestionably in general conformity with its prin- 
ciples ; and they were carried into effect by men more 
or less under the influence of, some of them deeply 
imbued with, the spirit of its teaching. Nevertheless 
I must demur to the test of fecundity as thus under- 
stood. More than one even of the physical sciences 
might find themselves in straits if required to make 
good their pretensions by a criterion of this sort. 
Geology is counted a science, yet amongst practical 
miners, whether in Wales and Cornwall or in California 
and Australia, empirical experience, coupled wit^ 
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native sagacity, stands, if I have not been misin- 
formed, for much more than the most profound geo- 
logical knowledge. Zoology, Botany, perhaps also 
Biology, if brought to the same test, might find them- 
selves in similar difficulties ; and I rather think Pro- 
fessor Max Miiller would find it no easy matter to 
establish the scientific character of those philological 
studies of which he is the learned advocate, by the 
criterion of fruit in this sense of the word. Are we 
then to say that these several branches of scientific 
knowledge have borne no fruit — that they have no 
results to show in evidence of their scientific preten- 
sions ? Rather, I think, it behoves us to consider 
whether such results as those of which examples have 
been given above — applications, that is to say, of 
scientific principles to the practical arts of life — 
constitute the proper fruit of a science. It is in this 
sense that M. Comte applies the test to Political 
Economy, and even in this sense, as has been seen, 
Political Economy emerges triumphant from the 
ordeal; but the criterion, as thus understood, is vicious, 
and ought not to be accepted. Practical applications 
of scientific principles are, I submit, not the proper 
fruit, but the accidental consequences of scientific 
knowledge; or if fruit, then fruit of the kind typi- 
fied by the apple of Atalanta, against the attrac- 
tions of which Bacon warns the aspirant in the 
scientific race as apt to draw him aside from the 
nobler pursuit. It is not in such tangible results that 
we shall find the genuine fruit of science ; these may, 
and in the end generally will, come in abundant supply, 
but they are not of the essence of the plant ; it is not 
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in these, but in that power which is the end and aim 
of scientific knowledge — the power of interpreting 
nature, of explaining phenomena. This is a test from 
which no true science will shrink, and by the result 
the scientific claims of Political Economy, as of all 
other subjects of speculation, must stand or fall. Now 
the question is, has Political Economy given evidence 
of fecundity as thus understood ? Has it increased 
our power of interpreting the facts of industrial and 
commercial life ? To deny this would, it seems to me, 
be as futile as to make a similar denial respecting any 
of the physical sciences. M. Comte, indeed, does not 
go this length. On the contrary, he admits, if not in 
terms, at least by implication, that Political Economy 
is equal to the interpretation of economic phenomena. 
But his objection is, that it has not succeeded in pre- 
venting the injurious consequences which are incident 
to some of the laws it expounds. To state, for 
example, the effects of the extended use of machinery 
in the production and distribution of wealth, if the 
exposition be unaccompanied by the suggestion of 
practical remedies for the industrial evils incident to 
the process, is, according to M. Comte, a proceeding 
"vraiment d^risoire," equivalent to proclaiming "the 
proper social impotency " of economic science — a 
complaint which, it seems to me, is about "as philo- 
sophical as if we were to condemn the science of 
electricity, because, in spite of lightning-conductors, 
houses are sometimes struck by lightning, or to re- 
proach mechanical science because railway-trains come 
into collision, or to denounce astronomy because it is 
powerless to prevent eclipses. Political Economy, it 
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must be owned, has no panacea to offer for the cure 
of social evils, but It has that to offer which it is 
in the nature of science to furnish — light as to the 
causes on which those evils, so far as they proceed 
from economic agencies, depend. It reveals the laws 
according to which wealth is produced, accumulated, 
and distributed ; according to which capital increases, 
and profit declines, and rent grows, and wages, prices, 
and interest fluctuate ; according to which, in a word, 
economic phenomena are governed ; it thus extends 
our power of interpreting nature, and, '*by obeying, 
of conquering her;" and, in doing so, it has given 
evidence of fecundity in the only sense in which 
fecundity can be properly required of a science. 

A great deal has been made by M. Comte of the 
divergence of view on fundamental points revealed by 
the discussions of economic science. The fact, whether 
to be regretted or not, cannot be denied ; but it may 
be asked what there is in the controversies of 
economists that has not been paralleled again and 
again in the history of every physical science } 
What, for example, has been the history of chemical 
progress but a succession of controversies upon points 
of the most fundamental character; controversies 
which have not yet been closed ? There is, indeed, 
no little analogy between the course of Chemistry 
in this respect and that of Political Economy. While 
Adam Smith and the French Physiocrats were dis 
cussing the fundamental problem as to the nature 
and ultimate sources of wealth, a parallel controversy 
was raging between the followers of Stahl in England, 
and those of Lavoisier in France, on the most funda- 



VIII.] M, COMTE AND POLITICAL ECONOMY. 301 

mental of chemical problems — the nature of combus- 
tion. Both controversies, after periods of about equal 
duration, were closed by the definitive triumph of 
English views in Political Economy, of French views 
in Chemistry ; but closed only to be opened again on 
new, but still fundamental issues. There are French 
economists who refuse to accept the doctrines of popu- 
lation and rent propounded by Malthus and Ricardo. 
And there are chemists, English and French, who, 
holding by the theory of Lavoisier as to the primary 
character of chemical combinations, reject the subtle 
speculations of a more modern school. At the present 
moment, as I learn from a recent article in the Revue 
des deux Mondes, there are no less than three distinct 
positions taken by chemists on the question of the 
molecular constitution of bodies : — 

"Can it be said," asks the writer, "that the theory of 
atomicity reigns now without challenge in chemical science ? 
No, we have not reached that point. There are still amongst 
savans of the highest authority some declared partisans of 
the theory of Lavoisier. There are chemists who, while 
abandoning the ancient doctrines, refuse to accept the new, 
and for the moment acknowledge no general idea of a kind to 
guide investigators. One may foresee, however, that the prin- 
ciple of atomicity will, at no distant day, rise superior to 
opposition and doubt." * 

With such facts before us it will scarcely be main- 
tained that divergence of view amongst the cultivators 
of a science on even fundamental points is inconsistent 
with its positive character; and we can, therefore, 

♦ See an article in the Rezme des deux Mondes, 15th July, 1869, 
by M. Edgar Savenez : * L'^volution des Doctrines chimiques depuis 
Lavoisier.' 
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afford to admit the existence of English and French 
schools of Political Economy, without being forced to 
take rank as outcasts from the Positive pale, among 
metaphysical and theological dissertators. We may 
even go further than this, and contemplate the possi- 
bility of economic generalizations which shall supersede 
some now holding their place in our text-books. 
Whatever may ultimately become of our existing 
doctrines of value, of rent, of profits, of international 
trade, they can scarcely meet a harder fate than befell 
the phlogistic theory of combustion, or than seems 
likely to befall the binary theory of chemical combina- 
tion. Those doctrines, as they stand, do in fact explain 
a vast number and variety of the phenomena of wealth 
presented by modern industrial societies. This alone, 
on Positive principles, constitutes a valid title, at all 
events, to the claim of provisional acceptance. Sub- 
sequent examination will show whether they do not 
also satisfy the second condition required for their 
definite recognition as natural laws. 

The above considerations will probably be deemed 
a sufficient answer to M. Comte on the criterion of 
fecundity as applied to Political Economy ; but in con- 
nection with this topic, that philosopher has some 
remarks on the subject of scientific prevision as prac- 
ticable in the social sciences, the bearing of which on 
Political Economy it may be well here briefly to 
examine. 

M. Comte has laid it down as the attribute of a 
true social science, that it be able to establish a 
** rational filiation in the succession of events, so as to 
permit, as for every other order of phenomena, and 
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within the general limits imposed by a superior compli- 
cation, a certain systematic prevision of their ulterior 
succession/' The point to which I wish to call atten- 
tion is the extent to which Political Economy satisfies 
the condition here required of a social science. 

That in a certain sense ** prevision " is attainable in 
the phenomena treated by Political Economy will be 
at once seen if we consider that its principles have 
been frequently taken as a guide in practical legisla- 
tion. It is true the rules by which a practical art is 
conducted may be empirical ; but this character cannot 
be attributed to the conclusions of Political Economy : 
the common objections to it lie, indeed, all in the 
opposite direction. It cannot be denied, for example, 
that the doctrine of Free Trade is a product of 
systematic reasoning : true or false, it is at least no 
rule of thumb. We had no experience of Free Trade 
when Adam Smith and Turgot preached it. The 
announcement, then, that free trade would enrich a 
country, like the announcement that water would 
ascend in. the exhausted tube of a pump, formed a 
distinct prediction — a prediction that certain effects 
would follow from certain causes ; and a prediction 
which, wherever the experiment has been tried,* has 
been verified by the event. It is clear, therefore, that 
to this extent Political Economy lays claim, and not 
without valid grounds, to the power of prediction.! 

♦ Using the term * experiment ' in the loose sense in which alone ex- 
periments in social science are possible. See Mill's " Logic," ii. p. 456, &c. 

t " Elle peut prdvoir les consequences de tel ou tel acte, et c'est dans 
cette faculty de pr^voirlcs fruits c\ venir qu'elle trouve, comme la physique, 
la contre-^preuve de la thdoi ic, le signe de leur certitude."- Trade 
(T^conomie Politique, par J. G. Courcelle-Sencuil, vol. i. p. 10. 
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But the faculty contemplated by M. Comte, in the 
passage I have quoted, would seem to comprehend 
something more than this. It was to be a power of 
foreseeing, not merely a single consequence, however 
general and wide-reaching, but a train of consequences 
depending by " rational filiation " on an original cause. 
Can it be said that Political Economy satisfies this 
requirement ? Before answering this question, let us 
observe what the requirement involves. 

We have seen that Political Economy has pre- 
dicted certain results as flowing from the policy of 
Free Trade ; but it is not more certain that freedom 
of trade favours the best distribution of industrial 
forces, and thus conduces to the augmentation of 
wealth, than it is that an accelerated growth of capital 
promotes an accelerated increase of population ; while 
it is equally certain that, where other things are 
equal, density of population is attended with certain 
economic advantages — advantages which in their turn 
converge to the same result, intensifying the original 
impulse towards augmented wealth and population. 
Further it might be shown, remembering that the 
material well-being of a people depends in the last 
resort upon their habits as affecting their disposition 
and power to keep their numbers within the limits of 
the means of support ;— remembering again that the 
habits of a people are liable to be modified by changes 
in its condition if these be sufficiently long continued ; 
— I say it might be shown, having regard to these 
considerations, that a Free-trade policy would have a 
tendency, not merely to enrich a country and augment 
the number of its people, but also, through an action 
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upon their habits, to raise permanently the standard of 
well-being among the population whose numbers it had 
contributed to increase. This, perhaps, will suffice for 
the purpose of illustration ; but if the reader desires 
to see examples of this mode of reasoning on social 
affairs applied to actual questions of momentous 
interest, he has only to turn to Mr. Mill's celebrated 
chapters in the second volume of his "Political Eco- 
nomy'' on the " Influence of the Progress of Society 
on Production and Distribution." In such instances, 
then, we find a " rational filiation " established in the 
succession of economic influences. 

But does it amount to prevision of the actual order 
of economic events, and would it justify a distinct pre- 
diction of a remote economic result ? At this point I 
think the answer must be in the negative ; and for 
this reason : the realization of the results described is 
contingent in each case on the action of contem- 
poraneous agencies influencing the course of events, 
but not included in the economic premisses. In short, 
the economic prevision is a prevision, not of events, 
but of tendencies — tendencies which would be liable, 
in a greater or less degree, or even completely, to be 
counteracted by others of which it takes no account* 

* " It is evident, in the first place, that Sociologfy, considered as a system 
of deductions d priori^ cannot be a science of positive predictions, but 
only of tendencies. We may be able to conclude, from the laws of human 
nature applied to the circumstances of a given state of society, that a 
particular cause will operate in a certain manner unless counteracted ; 
but we can never be assured to what extent or amount it will so operate, 
or affirm with certainty that it will not be counteracted, because we can 
seldom know, even approximatively, all the agencies which may co-exist 
with it, and still less calculate the collective result of so many combined 
elements. The remark, however, must here be once more repeated, that 

X 
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This incapacity, however, of forecasting events, let it 
be noted, argues no imperfection in economic science ; 
the imperfection is not here, but in those other cognate 
sciences to which belongs the determination of the non- 
economic agencies which are the unknown quantities 
in the problem. When these cognate social sciences 
shall have been brought up to the same stage of 
advancement which has been attained by Political 
E.conomy, something approaching to that systematic 
prevision of events contemplated by M. Comte will 
be possible. Meanwhile it is no slight gain, in specu- 
lating on the future of society, to have it in our power 
to determine the direction of an order of tendencies 
exercising so wide, constant, and potent an influence 
on the course of human development as the conditions 
of wealth. It is to hold in our hand one, and that not 
the weakest, of the threads of destiny. 

So much for that highest form of scientific fruit — 
" forecast of the future." The principle, however, of 
establishing a filiation in events may take the more 
modest form of explaining the past ; and here, it 
seems to me, we have a field in which if abundant 
fruit has not been reaped, it is only because the ground 

knowledge insufficient for prediction may be most valuable for guidance. 
It. is not necessary for the wise conduct of the affairs of society, no more 
than of anyone's private concerns, that we should be able to foresee 
infallibly the results of what we do. We must seek our objects by means 
which may perhaps be defeated, and take precautions against dangers 
which possibly may never be realized. The aim of practical politics is 
to surround any given society with the greatest possible number of cir- 
cumstances of which the tendencies are beneficial, and to remove or 
counteract, as far as practicable, those of which the tendencies are 
injurious. A knowledge of the tendencies only, though without the power 
of accurately predicting their conjunct result, gives us to a certain extent 
this power.** — Mill's System of Logic^ vol. ii. p. 477. Third edition. 
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has not been adequately cultivated. That Political 
Economy — assuming that it fulfils its limited purpose 
of unfolding the natural laws of wealth — is capable 
of throwing light on the evolutions of history, will 
scarcely be denied, if only it be considered how large 
a proportion of all human existence is absorbed in the 
mere pursuit of physical well-being, how extensively 
the material interests of men prevail in determining 
their political opinions and conduct, and in how many 
subtle ways worldly considerations gain an entrance 
into the heart and conscience, and help to give the cue 
to moral and religious ideas. It is scarcely possible, I 
say, to reflect on this, and not perceive that to the right 
interpretation and correct exposition of the conduct of 
men in past times— that conduct which makes history 
— a knowledge of the laws of wealth, a knowledge of 
the direction in which, in a given epoch, material 
interests draw the men who live in it, forms an indis- 
pensable qualification. Obvious, however, as this re- 
• flection is, the truth (except in a few eminent instances) 
has been all but wholly ignored. Speaking generally, 
it is not yet supposed — notwithstanding Mr. Buckle's 
admirable efforts to raise the standard of requirement 
on this point — that a knowledge of Political Economy 
is any necessary part of the equipment of an historian. 
It is impossible to doubt that the consequences of this 
view of things to historic study have been very 
serfous ; that many precious indications, which to a 
student furnished with the economic key would have 
opened light through not a few of the dark but impor- 
tant crises of history, have been wholly lost to us — 
thrown away upon investigators who, however rich in 

X 2 
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erudition, perhaps embarrassed with their riches, were 
unprovided with this potent instrument. Our his- 
torians have but rarely been economists, and I fear it 
must be acknowledged that our economists have quite 
as rarely been profound students of history; and it 
has thus come to pass that this important field of 
economic research has as yet produced but scanty fruit. 



Note on an Essay by Frederic Harrison, written 
in reply to the foregoing, which appeared in 
THE "Fortnightly Review" for July 1870. 

I quite agree with Mr. Harrison that the comparing of 
opinions by the disciples of two parallel schools of thought, 
" where there is mutual respect, no spirit of rivalry, and an 
active sense of a common purpose/* may be as useful in 
eliciting truth, as controversy, in the theological sense of the 
term, is generally efficacious in hiding it ; and I trust I shall 
not be thought oblivious of this, or unappreciative of the 
gracious and highly flattering terms in which he has recog- 
nized my attempts to deal with a difficult problem, if I 
desire to append some observations in vindication of my own 
accuracy on some points on which he has impugned it. I am 
quite content that the arguments I have used in defence of 
the scientific pretensions of Political Economy against the 
attacks of Comte should be taken subject to whatever modi- 
fication of their force or scope Mr. Harrison's strictures may 
be thought to have shown that they require ; but on one or 
two points his criticisms amount to a challenge of my ac- 
curacy in stating Comte's doctrine. On a question of this 
kind those only are qualified to judge who are students] of 
Comte's writings, and even they may not find it convenient to 
verify at once the passages on which the issue turns. I am 
anxious, therefore, to lay before the readers of Mr. Harrison s 
Essay and mine the means of judging between us upon this 
part of the case. 
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At p. 40 Mr. Harrison corrects me in these terms : — 

" Comte does not * contend that the problems presented, on the one 
hand, by physical nature, and, on the other, by social life, are so radically 
discordant that the method applicable to the one must be, not only 
modified, but reversed, in dealing with the other.* He is speaking of the 
inorganic^ not of the physical world. Comte insists that the organic 
phenomena of all sorts — zoological, physiological, moral, and social — 
cannot be pursued by a method which is very useful in the inorganic," 
&c. (The itahcs are Mr. Harrison's.) 

It seems to me that most readers would by " physical," in 
the passage quoted from my Essay, understand " inorganic." 
Those sciences which deal with the physical phenomena of 
the organic world, as zoology, botany, &c., are, I think, more 
commonly called " natural sciences ; " the term " physical " 
being rather reserved for the sciences dealing with inorganic 
nature, such as astronomy, dynamics, chemistry, &c. But 
however this may be, it was, I submit, scarcely open to Mr. 
Harrison to fix upon this passage and proceed to comment 
upon it in language which implied that I was ignorant of the 
true character of Comte's distinction, when the page from 
which he quoted contained the following: — 

" As has been said, then, the sciences are arranged in the order indicated 
by the degree of complexity in their subject-matter. ... As phenomena 
become more complex, the method [of disintegration and separate study], 
he contends, becomes less suitable, less efficacious, till at length a point 
is reached at which it fails altogether, and it becomes necessary to adopt 
a contrary mode of procedure, the mode of procedure, namely, which he 
describes as investigation through the ensemble. This point in the scale 
of the sciences coincides^ he tells usy with that at which the transition is 
made from inorganic to organic nature. The method of investigation by 
disintegration and separate study should thenceforth give way to that 
which proceeds by treatment in the ensemble. Accordingly he holds that 
the organic sciences generally should be cultivated in conformity with 
this principle." 

Again, at p. 45, Mr, Harrison writes : — 

" I turn to the reasoning of Professor Cairnes against what he says is 
M. Comte's position — ' that phenomena, in proportion as they are more 
complex, are more solidairesJ -For my own part, I cannot find in Comte 
any such doctiiner 
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Now I beg to call Mr. Harrison's attention to the follow- 
ing passage :* — 

** Mais on doit, k ce sujet, reconnaitre, en principe, que le consensus 
devient toujours tTautant plus intime et plus pronoftcS gi^il ^applique d 
des phenomines graduelletnent plus complexes et moins gdndraux ; en sorte 
que, suivant ma hidrarchie scientifique dldmentaire, I'dtude des ph^no- 
m^nes chimiques forme, par sa nature, k ce titre, comme k tout autre, une 
sorte d'intermddiaire fondamental entre la philosophie inorganique et la 
philosophie organique, ainsi que chacun peut aisdment s'en convaincre. 
D*apr^s ce principe, il reste ndanmoins incontestable que, conformdment 
aux habitudes philosophiques prdponddrantes, dest surtout aux systlmes 
organiques^ en vertu de leur plus grande complication^ que conviendra 
toujours essentiellement la notion scientifique de solidarite et de consensus^ 
malgrd son universality ndcessaire." 

If M. Comte does not here state that " phenomena, in pro- 
portion as they are more complex, are more solidaires,'^ I 
must confess myself incompetent to interpret him. I may 
add that the same doctrine is implied (as I read his words) 
in the whole tenor of his exposition of sociological method. 

The passage just quoted supplies an answer to another of 
Mr. Harrison's criticisms. At p. 41 he writes : — 

" * But why,* says Professor Caimes, * the method of ememble in studying 
the organic world ? ' Why ? Because the organic world is an ensemble. 
Every organism is an ensemble. Every organic system and order is an 
ensemble. The organic means something which has a complex function 
over and above that of any of its elements. The study of the organic is 
simply the study of this complex function (/>. of an ensemble),*^ 

Now, whatever be the merit of this answer, what I am 
concerned here to show is that it is not Comte's : not only is 
it not Comte's answer, it is inconsistent with Comte's answer. 
Mr. Harrison says the organic world must be studied in the 
ensemble, " because it is an ensemble. Every organism is an 
ensemble ;" but according to M. Comte (as will be seen by 
reference to the passage just quoted), the reason for this is 
that the phenomena comprised in the organic world are 
** more complex," and, " in virtue of their greater complica- 
tion," more *' solidatreSf* than those of the inorganic world — 
a reason which, a little reflection will show, by no means runs 

♦ " Philosophie Positive," vol. iv. p. 350. Edit. 1839. 
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on all fours with the former. For example, as M. Comte 
states the case, one can see why the study of chemical phe- 
nomena should occupy an intermediate position between 
organic and inorganic philosophy. It is intermediate, because 
— the whole distinction turning on a question of degree — the 
phenomena it deals with are more complex than other in- 
organic phenomena, less complex than organic. But how 
does this accord with Mr. Harrison's rendering of the argu- 
ment } Where is the room for a middle term between 
organic and inorganic if the distinction turns upon the con- 
sideration of the presence or absence of organic character, 
of " complex function *' } Are chemical phenomena semi- 
organic } Do they exhibit ** complex function " in a rudimen- 
tary form } If not, how is Mr. Harrison's statement of the 
argument consistent with assigning chemical studies an 
intermediate place ? 

Further, if the fact of " organic character," of " complex 
function," be the ground of the distinction, the reasons for 
the method of the ensemble will be strong or weak according 
as the phenomena to be dealt with partake of this character, 
manifest this " complex function." ' Now does Mr. Harrison 
contend that a society is an organism in a stricter sense than 
an individual man ; that the adaptation of structure to func- 
tion is more complete in the case of a nation than in that 
of a human being ? I hardly think he will say so ; nay, I am 
sure he will admit that the reverse is the fact ; but, if so, his 
reason for the method of the ensemble has less force in relation 
to social investigations than in relation to the study of indi- 
vidual life — is less applicable to sociology than to biology — 
a conclusion which exactly reverses one of Comte's most 
frequently reiterated opinions. Comte held that the reasons 
for studying social facts in the ensemble are incomparably 
stronger than those which apply to biological investigations. 
This is entirely in harmony with his doctrine as I have stated 
it ; social phenomena being " more complex " than biological; 
but, as it seems to me, absolutely irreconcilable with Mr. 
Harrison's exposition. 



IX. 

BASTIAT.* 

Science belongs to no country; yet the method of 
cultivating a science cannot but be affected by the 
habits of philosophic thought which prevail among 
its cultivators; and this influence will obviously be 
stronger in proportion as the subject-matter of science 
comes more directly into contact with human intelli- 
gence and will. I have lately pointed out in this 
Review t that, even in a speculation so eminently 
positive as Chemistry, there is room for difference 
of opinion on problems of a fundamental kind, and 
that in England and France opposing schools have 
ranged themselves round conflicting theories from 
the infancy of chemical science down to the present 
hour. It is not, then, strange that similar phenomena 
should manifest themselves in Political Economy, so 
much more closely connected than Chemistry with 
human conduct and pursuits ; and we need not be 
surprised if we find in France modes of thinking on 
this subject more or less out of relation with those 

♦ Fortnightly Review^ October 1870. f Ante^ p. 301. 
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which prevail among ourselves. The fact unquestion- 
ably is so ; but it is important that we should not 
overrate its extent or significance. Indeed, I think, 
it must be considered as no slight testimony to the 
influence of the scientific point of view in keeping 
speculation straight, that, in spite of the divergent 
tendencies of national philosophies, the most charac- 
teristic doctrines of the English school of Political 
Economy should have found some of their most 
powerful champions and most skilful expositors on 
the other side of the Channel ; and that such men 
as Say, Duchdtel, Garnier, Courcelle-Seneuil, and 
Cherbuliez, while contributing not a few original and 
important developments to economic doctrine, should 
have been the interpreters to their countrymen of 
Adam Smith and Mai thus, Ricardo and Mill. In 
effect, the main stream of economic thought has in 
both countries flowed in the same channels; while 
the idiosyncrasies of the national mind have, on each 
side, made themselves felt in producing certain eddies 
of speculation apart from the main current. No one 
can be at any loss in finding examples of aberrations 
due to this cause among ourselves. Among French 
political thinkers one of the most noteworthy is pre- 
sented by the writings of Bastiat. 

The name of Bastiat is, perhaps, the most familiar 
in this country of all French economists ; a result to 
which several circumstances have contributed besides 
the merit of his writings. At a critical period of our 
reforming career he threw himself with extraordinary 
ardour into our contests, and lent effective assistance 
to the side that has triumphed. He is known on 
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more than one occasion to have made himself the 
generous defender of English policy and character 
against the unreasoning prejudices of his countrymen. 
He was, moreover, the friend of Cobden — in itself, in 
the judgment of most, a sufficient voucher for econo- 
mic acquirement; and he has been fortunate enough 
to find excellent translators for his principal works. 
This last circumstance cannot, indeed, be fairly sepa- 
rated from the merits of the writings themselves ; and 
it must be owned that these were in some respects of 
a high and rare order. As examples of dialectical 
skill in reducing an opponent to absurdity, of simple 
and felicitous illustration, of delicate and polished 
raillery, attaining occasionally the pitch of a refined 
irony, the '*Sophismes Economiques" might almost 
claim a place beside the ** Provincial Letters." The 
petition of the candle-makers and other manufac- 
turers of light to the Legislative Body, praying the 
exclusion by legislative enactment of the light of the 
sun, is alone almost enough to make a reputation in 
this line ; and Swift himself has hardly shown greater 
art in the logical conduct of an absurd proposition 
than that with which the reader, in this modest pro- 
posal, is led, step by step, from the avowed 
premisses of Protection, through a series of the most 
natural and irrefragable deductions, straight to the 
preposterous conclusion advocated by the petitioners. 

" What we pray for is, that it may please you to pass a law 
ordering the shutting up of all windows, skylights, dormer- 
windows, outside and inside shutters, curtains, blinds, bull's- 
eyes — in a word, of all openings, holes, chinks, clefts, and 
fissures, by or through which the light of the sun has been 
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allowed to enter houses, to the prejudice of the meritorious 
manufactures with which we flatter ourselves we have accom- 
modated our country — a country which, in gratitude, ought 

not to abandon us now to a strife so unequal 

** And, first, if you shut up as much as possible all access to 
natural light, and create a demand for artificial light, which of 
our French manufactures will not be encouraged by it ? 

" If more tallow is consumed^ then there must be more 
oxen and sheep ; and, consequently, we shall behold the 
increase of artificial meadows, meat, wool, hides, and, above 
all, manure, which is the basis and foundation of all agri- 
cultural wealth. 

** If more oil is consumed, then we shall have an extended 
cultivation of the poppy, of the olive, and of colewort. These 
rich and exhausting plants will come at the right time to 
enable us to avail ourselves of the increased fertility which 
the rearing of additional cattle will impart to our lands. 

"Our heaths will be covered with resinous trees. Numerous 
swarms of bees will, on the mountains, gather perfumed 
treasures, now wasting their fragrance on the desert air, like 
the flowers from which they are derived. No branch of 

agriculture but will then exhibit a cheering development 

" If you urge that the light of the sun is a gratuitous gift of 
nature, and that to reject such gifts is to reject wealth itself 
under pretence of encouraging the means of acquiring it, we 
would caution you against giving a death-blow to your own 
policy. Remember that hitherto you have always repelled 
foreign products, because they approximate more nearly than 
home products to the character of gratuitous gifts. To com- 
ply with the exactions of other monopolists, you have only 
half a motive ; and to repulse us simply because we stand on 
a stronger vantage-ground than others, would be to adopt the 
equation + X + = — ; in other words, it would be to heap 
absurdity upon absurdity, 

*' Make your choice, but be logical ; for as long as 

you exclude, as you do, coal, iron, corn, foreign fabrics, in 
proportion as their price approximates to zero, what inconsis- 
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tency would it be to admit the light of the sun, the price 
of which is already at zero during the entire day!" 

But it was not on the *'Sophismes Economiques" 
that Bastiat would have been content to take the ver- 
dict of posterity as to his pretensions as an economist. 
Indeed, whatever might be the controversial and 
literary merits of these admirable tracts, they added 
nothing to already familiar economic truths. The 
theory of Free Trade had been fully thought out by a 
succession of able writers before Bastiat took it in 
hand, and all that he here could do was what, in fact, 
he did — furnish new and apt illustrations of a familiar 
doctrine, or, by well-selected instances, reduce oppo- 
nents to glaring absurdity. But in 1848 the advent 
of the democratic republic brought other questions to 
the front, and stirred controversies more fitted to try 
the metal of a philosophic thinker. Socialism had 
raised its grim visage, and was propounding those 
solutions of the social problem, the mere recollection 
of which has since so often sufficed to frighten France 
from her propriety. Louis Blanc, Consid^rant, Leroux, 
Proudhon, were thundering against the existing in- 
dustrial order; and for those who cared to maintain 
that order the need of the hour was a philosophy 
adapted to the popular apprehension, which should 
be capable of furnishing a plausible reply to their 
attacks. At this time Bastiat was at the height of 
his reputation in Paris. He had frankly and sincerely 
accepted the Revolution, though sensible of the unpre- 
paredness of the country for the new regime, and 
alive to the inevitable dangers incident to this state 
of things. His view's, however, did not extend beyond 
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political changes, and while recognizing the generous 
aims of the Socialists, he shrank with horror from their 
subversive proposals. He accordingly came forward 
eagerly to defend the menaced social structure. In a 
series of clever brochures — " Propri^t6 et la Loi," 
" Propri^t6 et Spoliation," '* Justice et Fraternity," 
"Capital et Rente," '^Maudit Argent," — he propounded 
his reply to the "despotic organizers" — "ces p^trisseurs 
de Targile humaine." As he wrote, his ideas took 
firmer hold of his mind, and gradually shaped them- 
selves into a system. The needed philosophy was, he 
thought, to be found in a recast of Political Economy, 
and the *' new exposition" he undertook to furnish in 
his " Harmonies ficonomiques." Unfortunately, Bastiat 
did not live to complete this work ; but enough was 
accomplished to render perfectly clear the essential 
character of the conception and the general scope of 
his design. The English reader has now an oppor- 
tunity of studying it in Mr. Stirling's excellent 
Translation. 

Political Economy, as treated by the predecessors 
of Bastiat — by Adam Smith and his successors in this 
country, by Say and his successors in France — aimed at 
unfolding the natural principles — natural in the sense 
of having their foundation in the nature of man and 
of his environments — ^which govern the facts of material 
well-being. Those economists did not, indeed, hold 
themselves precluded from pointing out, when occasion 
offered, the moral and social bearing of their doctrines ; 
but, in general, they recognized the distinction between 
such practical lessons as they believed deducible from 
their expositions and the doctrines of the sde* 
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which they taught In effect, Political Economy, in 
their hands, was a positive science, in the modern 
sense of that expression ; its methods were combined 
induction and deduction ; its conclusions embodied 
hypothetical truths of precisely the same character as 
those of any of the deductive physical sciences ; and 
its purpose was to explain phenomena. As thus con- 
stituted, however. Political Economy did not meet 
the need which it was the object of Bastiat to satisfy. 
What he aimed at supplying was, not a positive 
science, not a body of doctrines which should simply 
explain the facts of wealth, but one which, while 
explaining, should also justify those facts, — should 
justify them, that is to say, as manifested in the results 
of those fundamental institutions of modern society, 
private property, freedom of industry, of contract, and 
of exchange. As his biographer, M. de Fontenay, 
puts it, his aim was — 

"To combine together and fuse into one the two distinct 
aspects of Fact and of Right ; to recur to the formula of the 
Physiocrats — ' La science des faits au point de vue du droit 
nature!;' to prove that that which is /in its actual ensemble 
and still more in its progressive tendency, is conformable 
to that which ought to be^ according to the aspirations of 
the universal conscience." 

In Bastiat's own words, he sought — 

" To demonstrate the Harmony of those laws of Providence 
which govern human society," by showing " that all principles, 
all motives, all springs of action, all interests, co-operate 
towards a grand final result, .... the indefinite approxi- 
mation of all classes towards a level which is always rising ; 
in other words, the equalization of individuals in the general 
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avielioration."* "The conclusion of the Economists," he says 
in another place, "is for liberty. But, in order that this con- 
clusion should take hold of men's minds and hearts, it must 
be solidly based on this fundamental principle : — Interests, 
left to themselves, tend to harmonious combinations, and to 
the progressive preponderance of the general good."t 

Such was the scheme of renovated economic 
science propounded by Bastiat ; and the question 
which I desire here to consider is, how far this con- 
ception of the inquiry represents a legitimate philo- 
sophical speculation, and, more particularly, how far 
the actual treatment of economic questions from this 
point of view by Bastiat has resulted in what all will 
allow to be among the primary and main ends of 
economical investigation — the elucidation of the facts 
of wealth. 

And here the first remark that occurs is, that, as set 
forth in the above extracts, the problem of Political 
Economy is not properly the problem of a science at 
all. Not only is it not the problem of a science, it is 
not even a scientific problem ; for I apprehend it is of 
the essence of all scientific investigation that the 
conclusion be left free to shape itself according to 
the results of the inquiry. Science has no foregone 
conclusions ; but to prove a foregone conclusion is 
the problem of Political Economy, as propounded by 
Bastiat What Bastiat proposes to do is, not to 
ascertain what the consequences of a given set of 
social arrangements are — that would have been a 
scientific investigation — but to prove that they are of a 
certain kind; to prove that *' left to themselves, human 

* Stirling's " Translation," p. 105. f Ibid. p. 7. 
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interests are harmonious." By the very form in which 
he states his case, he constitutes himself the advocate 
of a system, instead of the expositor of a science. 

But his conception of the problem involves a still 
graver error : as we have seen, it was of the essence 
of his scheme to "fuse together the two distinct 
aspects of Fact and Right." The ** harmony" of 
human interests which he undertook to establish was 
not a mere coincidence of certain manifestations of 
material well-being with certain others, but extended 
to the moral consequences involved — an extension of 
view which, according to his biographer, constituted 
the great merit of his speculation. In effect, Bastiat, 
however widely separated from his opponents on the 
question of practical policy, was thoroughly at one 
with them on the most fundamental article of his 
philosophic creed : he and they alike accepted the 
doctrine of ''natural rights." They differed, indeed, 
in their interpretation of the code of nature, but they 
were quite agreed as to its existence, and as to the 
obligation of bringing their doctrines to the test of its 
maxims. A new order of ideas thus found entrance 
among the premisses of economic science ; and the 
appeal, which had formerly been to facts, — to facts 
exclusively, mental or physical, — as the ground and 
evidence of doctrine, was henceforth extended to 
" rights," " les plus simples elements de la justicel^ 
" bonne iquitel' and phrases of similar import.* It was' 

♦ His Essay on Free Trade opens with this announcement : — " Ex- 
change is a natural right, like Property. Every citizen who has created 
or acquired a product, ought to have the option either of applying it 
immediately to his own use, or of ceding it to whosoever, on the surface 
of the globe, consents to give him in exchange the object of his desires. 
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thus that Fact and Right were fused. The principle 
of value, as understood by Bastiat, was not simply 
the law to which the facts of value conform, but such 
a presentation of that law as should reconcile the 
facts with what the expositor held to be the dictates 
of natural justice. The problem involved in the 
payment of interest on capital was not simply the 
determination of the physical and mental conditions 
which render possible the permanent payment of 
interest, and which govern its amount and fluctuations, 
but such a mode of presenting the practice as should 
amount to -ts moral vindication, — to show that it is 
" natural, just, legitimate, as useful to him who pays 
as to him who receives it."* And so of the other 
problems of the science. Political Economy, in short, 
became in Bastiat's hands one more example of that 
style of reasoning on political and social affairs which 
flourished so luxuriantly in France during the latter 
half of the last century, and is not yet quite extinct, 
of which the " Social Contract *' may be taken as the 
type, and the " Declaration of the Rights of Man " as 
the best known practical outcome — a species of hybrid 
philosophy, consisting, to borrow the language of Mr. 
Mill, " of attempts to treat an art like a science, and 
to have a deductive art" " I speak," says Mr. Mill, 
*' of those who deduce political conclusions, not from 
laws of nature, not from sequences of phenomena, 
real or imaginary, but from unbending practical maxims. 

To deprive him of this faculty, while he makes no use of it contraty to 
public order or good morals, and solely to satisfy the convenience of 
another citizen, is to legalize spoliation, is to do violence to the law of 
justice." 

* " (Euvres Completes," vol. v. p. 26. 
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Such are all who found their theory of politics on 
what is called abstract right."* 

Now is such a mode of speculation philosophically 
legitimate ? It seems to me not, and for this reason 
— that, from the very form in which the problem is 
stated, the argument is involved from its outset in 
a petitio principiL The question, What is ? and the 
question. What ought to be ? are distinct questions. 
It may be that the answers to them coincide ; that 
that which is, is also that which ought to be ; but, then, 
this is a thing to be proved, not to be taken for 
granted; and it can only be proved by working out 
each problem independently of the other. Instead of 
this, Bastiat formally identifies them — "fuses" them 
into one. But fusion of the questions implies fusion 
of the answers ; — that is to say, it is assumed that 
the same form of words which tells us what is, will tell 
us also what ought to be. Such a scheme of specula- 
tion, it is obvious, could only be worked out in one 
way — namely, through the instrumentality of terms 
capable of lending themselves at need to either point 
of view — capable either of simply expressing a matter 
of fact, or of connoting with the fact expressed a moral 
judgment. And such, in truth, is Bastiat's method of 
proceeding. Availing himself of the double meaning 
of such "passionate" terms as "principle," "value," 
" worth," " service," and the like, he has produced a 
theory which affects to cover both solutions — at once 
to explain and to justify the facts to which it applies. 
The economic vocabulary unfortunately lends itself 
only too readily to this sort of theorizing, and few 

♦ " System of Logic," voL ii. p. 466. Third ed. 
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writers have entirely escaped illusion from this cause. 
Bastiat's distinction is that he has contrived so to 
propound the problem of Political Economy that it 
can only be answered by an Equivoque. 

It may be added, that even though the questions of 
Fact and Right, of Science and Morality, were con- 
ceived and argued as distinct, there would still be 
strong, and, I venture to think, decisive reasons against 
combining them in the same scheme of speculation. 
To mention one reason only : such a mode of investi- 
gation would present the constant temptation to sacri- 
fice one solution to the other, the scientific to the 
moral, or the moral to the scientific. The student 
would be constantly solicited to overlook or ignore, or, 
on the other hand, to strain or overrate, data, accord- 
ing asthey might seem to involve conclusions in one 
branch of the speculation in conflict with, or corrobora- 
tive of, conclusions deemed to be of more importance 
in the other. Investigation, thus pursued, would no 
longer be disinterested ; science would lose its single- 
ness of purpose. This objection would lie against 
the combined treatment of the two problems even 
if they were conceived and discussed as distinct. 
But the objection to Bastiat's method goes far deeper 
than this : that method not merely combines science 
and morality, it confounds them. 

Passing from the question of the logical legitimacy 
of Bastiat's conception of Economic Science, let us 
consider now the results which have accrued from this 
mode of conceiving and dealing with the problems of 
wealth. What, in a word, have been the scientific 
fruits of Bastiat's method ? What new light have his 

Y 2 
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speculations shed on the facts which form the subject- 
matter of his inquiry ? 

The doctrine on which Bastiat founded his preten- 
sions as an original thinker in Political Economy was 
his Theory of Value. According to him this theory 
comprised potentially the whole of Economic Science ; 
and, in point of fact, all that is peculiar to his views 
flows directly from this source : his conception of 
value is the idee mere of his entire scheme. It is, then, 
in this doctrine that we shall find the fairest evidence 
of his work as an economist, and I shall make no 
apology for examining it at some length. 

The following passages from Mr. Stirling's Trans- 
lation of the "Harmonies" set forth with sufficient 
fulness the salient features of the doctrine. 

" Let us analyse the co-operation of nature of which I have 
spoken. Nature places two things at our disposal — materials 
and forces, 

" Most of the material objects which contribute to the satis- 
faction of our wants and desires, are brought into the state of 
utility which renders them fit for our use only by the interven- 
tion of labour, by the application of the human faculties. But 
the elements, the atoms, if you will, of which these objects 
are composed, are the gifts — I will add, the gratuitous gifts — 
of nature. This observation is of the very highest importance, 
and will, I believe, throw a new light upon the theory of wealth. 

" It is very evident, that, if man in an isolated state must, 
so to s^^dk, purchase the greater part of his satisfactions by an 
exertion, by an effort, it is rigorously exact to say that, prior 
to the intervention of any such exertion, any such effort, the 
materials which he finds at his disposal are the gratuitous gifts 
of nature. After the first effort on his part, however slight it 
may be, they cease to be gratuitous ; and if the language of 
Political Economy had been always exact, it would have been 
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to material objects in this state, and before human labour had 
been bestowed upon them, that the term raw materials 
{tnatilres premih^ei) would have been exclusively applied. 

" I repeat that this gratuitous quality of the gifts of nature^ 
anterior to the intervention of labour, is of the very highest 
importance. I said in my second chapter that Political 
Economy was the tJuory of value ; I add now, and by antici- 
pation, that things begin to possess value only when it is given 
to them by labour. I intend to demonstrate afterwards that 
everything which is gratuitous for man in an isolated state is 
gratuitous for man in his social condition, and that the gratuitous 
gifts of nature, whatever be their UTILITY, have no value. I say 
that a man who receives a benefit from nature, directly and 
without any effort on his part, cannot be considered as render- 
ing himself an onerous service^ and, consequently, that he 
cannot render to another any service with reference to things 
which are common to all. Now, where there are no services 
rendered and received, there is no value, 

** All that I have said of materials is equally applicable to 
the forces which Nature places at our disposal. Gravitation, 
the elasticity of the air, the power of the winds, the laws of 
equilibrium, vegetable life, animal life, are so many forces 
which we learn to turn to account. The pains and intelligence 
which we bestow in this way always admit of remuneration, 
for we are not bound to devote our efforts to the advantage of 
others gratuitously. But these natural forces, in themselves, 
and apart from all intellectual or bodily exertion, 2S^ gratuitous 
gifts of Providence, and in this respect they remain destitute 
of value through all the complications of human transactions. 
This is the leading idea of the present work. 

" This observation would be of little importance, I allow, 
if the co-operation of Nature were constantly uniform ; if 
each man, at all times, in all places, in all circumstances, 
received from Nature equal and invariable assistance. In 
that case, science would be justified in not taking into account 
an element which, remaining always and everywhere the 
same, would affect the services exchanged in equal propCMT- 
tlons on both sides. As in geometry we eUminat* rMrtk ' 
lines common to two figures which we coi 
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other, we might neglect a co-operation which is invariably 
present, and content ourselves with saying, as we have done 
hitherto, 'There is such a thing as natural wealth; Political 
Economy acknowledges it, and has no more concern with it.' 
" But this is not the true state of the matter. The irresis- 
tible tendency of the human mind, stimulated by self-interest, 
and assisted by a series of discoveries, is to substitute natural 
and gratuitous co-operation for human and onerous concur- 
rence ; so that a given utility, although remaining the same 
as far as the result and the satisfactions which it procures us 
are concerned, represents a smaller and smaller amount of 
labour. In fact, it is impossible not to perceive the immense 
influence of this marvellous phenomenon on our notion of 
value. For what is the result of it .' This, that in every 
product the graluiious element tends to take the place of the 
onerous ; that utility, being the result of two collaborations , of 
which one is remunerated and the other is not, value, which has 
relation only to the first of these united forces, is diminished, 
and makes room for a utility which is identically the same, 
and this in proportion as we succeed in constraining nature to 
a more efficacious co-operation. So that we may say that 
mankind have as many more satisfactions, as much more 
wealth, as they have less value. Now the majority of authors 
having employed these three terms, utility, wealth, value, as 
synonyms, the result has been a theory which is not only 
not true, but the reverse of true. 1 believe sincerely that a 
more exact description of this combination of natural forces 
and human forces in the business of production — in other 
words, a juster definition of value — would put an end to 
inextricable theoretical confusion, and would reconcile schools 
which are now divergent." 

• ••*#• 

" Thus, the definition of the word value, in order to be 
exact, must have reference not only to human efforts, but 
likewise to those efforts which are exchanged or exchange- 
able. Exchange does more than exhibit and measure 
values — it gives them existence. I do not mean to say 
that it gives existence to the acts and the things which 
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are exchanged, but it imparts to their existence the notion 
of value. 

" Now, when two men transfer to each other their present 
efforts, or make over mutually the results of their anterior 
efforts, they serve each other; they render each other reci- 
procal service. 

" I say, then, VALUE IS THE RELATION OF TWO SERVICES 

EXCHANGED." * [The italics and capitals are the author's.] 

To appreciate this, Bastiat's principal contribution 
to economic science, we must endeavour to separate 
in the above exposition the doctrines which he held 
in common with the most eminent economists who 
preceded him from the element or elements which 
he has himsejf added to the theory. It may be at 
once stated that in the main positions taken by Bastiat 
there is nothing at issue between him and the lead- 
ing economists of England and France. He appears, 
indeed, not to have been of this opinion himself, and 
to have thought that, in asserting the " gratuitousness 
of the gifts of nature," he was announcing a truth 
which had hitherto escaped universal observation ; and, 
strange to say, this claim seems to be admitted by 
some who have commented on his works in this 
country. But it is certain that on this point he 
deceived himself Adam Smith has indeed expressed 
himself in some passages as if it were in agriculture 
only that nature gave anything to man except on the 
terms of what Bastiat would call ** onerous services" — 
an error which Smith shared with the Physiocrats; 
but Ricardo has called particular attention to this 
erroneous limitation of an important principle, and 

♦ Stirling's " Translation,'' pp. 61-63. 
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has shown that, so far from this being true, it is, on 
the contrary, in agriculture only, or at all events 
mainly, that nature in her co-operation with man has 
set any limit to her munificence. 

"Does nature," Ricardo asks, "nothing for man in manu- 
facture ? Are the powers of- wind and water, which move 
our machinery, and assist navigation, nothing ? The pressure 
of the atmosphere and the elasticity of steam, which enable 
us to work the most stupendous engines — are they not the 
gifts of nature ? To say nothing of the matter of heat in 
softening and melting metals, of the decomposition of the 
atmosphere in the process of dyeing and fermentation, there 
is not a manufacture which can be mentioned, in which 
nature does not give her assistance to man, and give it^ too, 
generously and gratuitouslyr * 

Say, again, though differing from Ricardo in many 
points, is at one with him here. In language quite as 
emphatic as any that Bastiat has used, he insists 
on the point : — 

" It is thus that nature is almost always in partnership of 
labour with man and his instruments ; and in this partner- 
ship, we gain so much the more in proportion as we succeed 
in saving our labour and that of our capital, which is neces- 
sarily costly, and get performed, through t/ie gratuitous 
services of nature^ a larger portion of what is to be done." 
And again he observes, " Of those wants, some are satisfied 
by the use which we make of certain things with which 
nature has furnished us gratuitously^ such as the air, water, 
the light of the sun. We may name these things natural 
wealthy since nature alone is at the cost of them. So far 
as she gives them indifierently to all, no one is obliged to 
obtain them at the cost of any sacrifice whatever. They 
have, therefore, no exchangeable value."t 

* Works, p. 40, note, f Traits d*£conomie Politique, vol. i. p. 36. 
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It would be idle to multiply quotations from later 
writers, who have, so far as I know without an 
exception, followed on this point the teaching of 
Ricardo and Say. Nor can it be alleged that, while 
recognizing the fact, there was any failure to appreciate 
its due significance. So far from this, it has been 
taken as the basis of no less fundamental a doctrine 
than that of cost of production — a doctrine which 
merely asserts In other words that exchange- value in 
commodities, susceptible of indefinite production at 
a uniform cost, finds its determining principle in the 
efforts of man ; the utility derived from nature going 
for nothing in the result 

It is not, therefore, in the recognition of the gratui- 
tous character of nature's services in her co-operation 
with the ittdustry of man, that what is peculiar to 
Bastiat's views on value is to be found. It is not in 
this, but in an assumption with which he accompanies 
his recognition of this circumstance. Ricardo, Say, and 
the great majority of succeeding economists have held 
that, however gratuitous may be the gifts of nature, 
such gifts are not necessarily on that account incapable 
of acquiring value. In order to this, they must 
be not only gratuitous, but also in such abundance, 
and so accessible to all, that none who desire them 
need be without them. Water, they would say, when 
not produced by artificial process, is a gratuitous gift 
of nature ; but water — spring water for example — may 
or may not have value according to circum.stances. If 
in sufficient abundance for the wants of a neighbour- 
hood, and also accessible to all who live there, it can 
have no value — none at least beyond what would 
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represent the labour employed in drawing it from the 
spring ; but water in insufficient supply, though a gift 
of nature, may have value, and this value will have no 
necessary relation to the human exertion employed in 
obtaining it. And what is true of water is true, they 
would say, of all natural objects : in particular it is 
true of the natural productive forces residing in the 
materials of the earth. These, though to the persons 
who are at liberty to take advantage of them ** gratui- 
tous gifts of nature," yet not being bestowed on man in 
unlimited quantity, not being after the appropriation of 
the soil of a country accessible to all, may and do 
acquire value, and enter as elements into the causes 
which give value to land. Now it is this position 
which Bastiat denies ; and of which his denial, together 
with the consequences which he draws from it, forms 
the ground of his claim to having reconstituted eco- 
nomic science. According to him, a gift once obtained 
gratuitously from nature — a spring of water, a field of 
natural fertility, a pearl picked up on the sea-shore — 
can never afterwards acquire value except in virtue of 
human effort bestowed upon it. ** The materials and 
forces given by God to man gratuitously at the be- 
ginning have continued gratuitous, and are and must 
continue to be so through all our transactions ; for* in 
the estimates and appreciations to which exchange 
gives rise, the equivalents are human services, and not 
th^ gifts of God*' \ This was the capital assumption 
of Bastiat's economic philosophy, that alone in which 
his theory of value differed from that generally 

♦ The reader will note the begging of the question in this " for," &c. 

t Stirling*s " Translation,*' p. 221. 
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accepted. On it all that is peculiar to his scheme of 
speculation rests ; and, this failing, the entire fabric 
inevitably collapses.* 

Perhaps the most singular circumstance about the 
speculation is that Bastiat should have thought the 
principle just stated self-evident. He was wholly un- 
able to conceive that a gift of nature should be at once 
** gratuitous " and not ** common to all." A gratuitous 
gift limited in supply, and capable of acquiring value, 
was for him an impossible thought. Again and again 
throughout his writings he rings the changes on the 
grotesqueness of such a supposition. " Who,'' he asks, 
"can have .the audacity to exact payment for this 
portion of superhuman value } " " The purchaser of 
corn must pay for it, though it has cost nothing to 
anybody, not even labour ! Who then dares to come 
forward to demand this pretended valued'' Accord- 
ingly, in speaking of gratuitous gifts of nature, Bastiat 
always assumes that such gifts are " common to all." 

** It is that portion only of utility," he says, " which is due 
to human labour that becomes the object of exchange, and, 
by consequence, of remuneration. This latter varies doubtless 
much in proportion to the intensity of the labour, of its skill, 
promptitude, and suitability to the circumstances of the case 
(son d'propos), of the need which is felt for it, of the momen- 
tary absence of competition, &c. But it is not the less true 
that the concurrence of natural laws, belonging to all, enters 
for nothing into the price of the product." •(" 

Where natural laws, or forces, or objects ** belong to 
all," the conclusion is irrefragable. No one will pay 

♦ It should be stated that Bastiat's originality in this, the capital 
element of his theory, has been challenged by Mr. Carey in his work on 
Social Philosophy — it seems to me on good grounds. 

t " CEuvres Completes," vol. iv. p. 41. The italics are mine. 
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for what he can get from nature without payment; but 
the question is, do natural laws, forces, and objects in 
all cases " belong to all " ? Those natural laws and 
forces of the soil in particular, which constitute its 
fertility, are they incapable of appropriation by some 
to the exclusion of others ? Are they incapable, in 
virtue of such appropriation, of acquiring value in 
exchange ? This is the gist of the whole argument ; 
and it is, I repeat, in assuming this point in the sense 
I have described, that Bastiat s special contribution to 
the economic theory of value consists. 

Bastiat's doctrine, then — keeping in view the facts 
which it expressed, the form apart — ^resolved itself 
into the statement that exchange-value under all cir- 
cumstances is due to human effort as its sole and 
exclusive cause— to human effort as distinguished from 
natural gift and endowment, material or mental. What 
was given to man by nature was not only, he con- 
ceived, gratuitous in its origin, but must, in all cases, 
and (so long as exchange is free) under all circum- 
stances, be incapable of acquiring value. Stated thus 
nakedly, however, the doctrine is not easily recon- 
cilable with some very obvious facts. For example, 
the value of a pearl picked up accidentally on the 
sea-shore ; the high remuneration obtained by persons 
endowed with natural gifts of an exceptional kind — 
painters, singers, and artistes generally; above all, 
the value of land possessing natural fertility or 
peculiar advantages of situation ; — value in these and 
other similar instances does not seem to lend itself 
very easily to the doctrine that all value consists in 
and represents human effort To give the theory 
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plausibility, it needed to be clothed in other words. 
A term, in short, was wanting, which, while designa- 
ting "effort," should be capable also of suggesting 
other considerations fitted to meet cases of the above 
kind. More than this, it was necessary (bearing in 
mind the moral side of the problem as conceived by 
Bastiat) that the term, while satisfying the conditions 
indicated, should also be capable of conveying a moral 
judgment on the facts to which it was applicable. 
Such a term Bastiat found in the word " service ; " and 
it is in the uses to which he turns this word — as at 
once universal solvent of economic difficulties, and 
what Bentham would call a " sacramental " term in the 
warfare with Socialism — that the peculiar character of 
his speculation reveals itself. 

In propriety of speech the term ** service" should, 
I apprehend, be limited to personal exertions made in 
another's behalf. It is in this sense that it is commonly 
used in economic writings, and, so understood, it is 
a convenient economic term. But it is obviously pos- 
sible, without doing any great violence to language, 
to give it a wider signification. Thus, for example, if 
a friend were to warn me that I was about to drink 
poison, he might be said to render me a service, 
though the effort involved in the announcement would 
be quite inappreciable. Similarly, a musician might 
be said to render a service to an audience whom he 
gratified by the performance of a piece of music, 
however slight the effort incident to the performance 
might happen to be. And so, again, might the owner 
of an island just risen from the sea, on which no 
human being had ever set foot, be said to render a 
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** service '* to the person to whom he should consent 
to transfer his property so circumstanced.^ Service, 
in short, may be understood to mean, not exclusively 
personal effort in another's behalf, but any act whereby 
another is served, i,e. benefited, wholly irrespective 
of whether the act consist in onerous exertion, in the 
passive surrender of property to another's use, or in 
a mere utterance of words from which some useful 
or pleasant consequence may flow. ** Service " thus 
fulfilled the first of the conditions required ; and it is 
accordingly substituted by Bastiat for " human effort '* 
in the exposition of his theory. " Value " is said to 
depend upon ** service," and to vary with the magni- 
tude of the *' service ; " and all exchange is described as 
an *' exchange of services." In a word, what Bastiat 
did was this : having been at infinite pains to exclude 
gratuitous gifts of nature from the possible elements 
of value, and pointedly identified the phenomenon 
with *' human effort " as its exclusive source, he desig- 
nates human effort by the term " service," and then 
employs this term to admit as sources of value those 
very gratuitous natural gifts the exclusion of which 
in this capacity constituted the essence of his doc- 
trine. I acknowledge it seems scarcely credible that 

• 

a writer of Bastiat's distinguished reputation should 
put forward an elaborate speculation, purporting to 
be ** a new exposition of economic science," in which 
principles established or accepted by a succession 
of eminent predecessors are challenged, and which 
should after all resolve itself into so gross a fallacy 
as this; but a few quotations will show whether I 
have overstated the case. 
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" To make an effort in order to satisfy another's want is 
to render him a service. If a service is stipulated in return, 
there is an exchange of services .... If the exchange is 
free, the two services exchanged are worth each other .... 
Less effort implies less service, and less service implies less 
value." * 

So far he is propounding (doubtless in vague and 
somewhat equivocal terms, and without the due 
limitations) the doctrine of cost of production, and 
to this he for some time adheres ; but, further on, we 
find this passage : — 

" I take a walk along the sea-beach, and I find by chance 
a magnificent diamond. I am thus put in possession of a 
great value. Why } Am I about to confer a great benefit 
on the human race } Have I devoted myself to a long and 
laborious work } Neither the one nor the other. Why then 
does this diamond possess so much value } Undoubtedly 
because the person to whom I transfer it considers that I 
have rendered him a great service — all the greater that many 
rich people desire it, and that I alone can render it." 

Here, it will be observed, he wholly abandons the 
idea of ** effort" as the fundamental consideration. 
It is no longer "effort in satisfying another's want'' 
that creates and measures the "service,'' but the 
capacity of the natural object in this respect in con- 
nection with the limitation set by nature to objects 
possessing this capacity. Further on, having to deal 
with the case of the high remuneration obtained by 
eminent artistes, he has these remarks : — 

" Among the amusements which the people of Paris relish 
most is the pleasure of hearing the music of Rossini sung by 
Malibran or the admirable poetry of Racine interpreted by 
Rachel. There are in the world only two women who can 

* Stirling's " Translation," pp. 44, 45. 
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furnish these noble and delicate kinds of entertainments, and 
unless we subject them to the torture, which would probably 
not succeed, we have no other way of procuring their services 
but by addressing ourselves to their good-will. Thus the 
services which we expect from Malibran and Rachel are pos- 
sessed of great value." * 

The reason assigned, it will be observed, being the 
same as in the case of the diamond — the power of 
satisfying a widely felt desire, coupled with the limita- 
tion of the number of persons possessing the natural 
endowments which ^w^ the power. 

These, however, are rather " fancy" cases : the real 
hitch lies in the application of the theory to value 
in the case of land. I beg the reader's attention to 
Bastiafs mode of dealing with this point : — 

" Land," he says, " has value, because it can no longer be 
acquired without giving in exchange the equivalent of this 
labour [the labour expended upon it]. But what I contend 
for is that this land, on which its natural productive powers 
had not originally conferred any value, has still no value In 
this respect. This natural power which was gratuitous then 
is gratuitous now, and will be always gratuitous. We may 
say that the land has value, but when we go to the root of 
the matter we find that what possesses value is the human 
labour which has improved the land, and the capital which 
has been expended on it""!" 

But then comes the question, which he puts into the 
mouth of an objector, how is this doctrine reconcilable 
with the fact of the value attaching to natural fertility ? 

"Everyone," says the objector, "who purchases a land 
estate examines its quality, and pays for it accordingly. If of 
two properties which lie alongside each other, the one consists 

♦ Stirling's "Translation," p. 121. t Pp. 249, 25a 
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of rich alluvium, and the other of barren sand, the first is 
surely of more value than the second, although both may 
have absorbed the same capital, and, to say truth, the pur- 
chaser gives himself no trouble on that score.'* * 

The objection is fairly stated ; and now mark the 
answer : — 

" The answer to the objection now under consideration is 
to be found in the theory of value explained in the fifth 
chapter of this work. I there said that value does not 
essentially imply labour ; still less is it necessarily proportion- 
ate to labour. I have shown that the foundation of value is 
not so much Wiq pains taken by the person who transfers it as 
the pains saved to the person who receives it ; and it is for 
that reason that I have made it to reside in something which 
embraces these two elements — in service, I have said that a 
person may render a great service with very little effort, or 
that with a great effort one may render a very trifling service. 
The sole result is that labour does not obtain necessarily a 
remuneration which is in proportion to its intensity, in the 
case either of man in an isolated condition, or of man in 
the social state." f 

In other words, the difficulty is surmounted through 
the equivocal meaning of " service," which, with 
curious naivetiy we are informed in this passage was 
selected by the philosopher expressly because its 
meaning was equivocal. 

Now what is the significance and what the worth 
of a theory, of which the efficacy, as a means of 
elucidating phenomena, lies entirely in the shifting 
uses of an ambiguous term "i After the concessions 
made in these passages, it is evident that there is no 
longer any question of fact between Bastiat and the 

♦ Stirling's " Translation," p. 255. f P- 256. 

Z 
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economists whose views he controverts. In entire 
disregard of what he had contended for as a funda- 
mental principle, he here admits that value depends 
upon other conditions than human effort — upon such 
condition as the degree of satisfaction which the 
valuable object or act is capable of conferring; upon 
such condition, again, as the degree of limitation set 
to the supply of natural objects or of acts depending 
upon natural endowment ; lastly, upon such condition 
as the natural superiority of some agents furnished by 
nature over others — for this is what the explanation 
in the passage last quoted obviously comes to. After 
these concessions, I say, there is no longer between 
Bastiat and those whom he so vehemently controverts 
anything that can be called a question of fact ; and 
yet the issue is very far from being verbal merely. 
The real difference is not as to the facts, nor yet as 
to the names by which the facts are to be called, but 
as to the method of dealing with them — a difference 
again which resolves itself into the different aims with 
which Bastiat and those whom he opposes have gone 
into the inquiry. Thus Ricardo, seeking to ascertain 
the laws to which exchange-value in its various mani- 
festations conforms, analyses the various conditions 
under which the phenomenon is found to present 
itself, classifies them according to their essential 
distinctions, marking these distinctions by distinct 
names, and is thus enabled to show in what way and 
under what circumstances each class contributes to the 
ultimate result — the phenomenon of value. Bastiat, 
aiming, not at the interpretation of facts, but at the 
defence of a system, proceeds by a wholly different 
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course — repudiates analysis, classification, distinctive 
nomenclature ; nay, avowedly selects as the central 
term of his doctrine a word which designates combi- 
nations of facts of the most diverse- character. The 
difference of aim leads to difference of method, and 
issues in a different result; for whereas Ricardos 
doctrine • does succeed in explaining a vast variety of 
the most important and most complicated facts of 
exchange-value, Bastiat's, I have no hesitation in as- 
serting, fails to solve even the simplest case. Let us 
test it by an example : — I desire to know if the recent 
gold discoveries will lower the value of gold. How 
am I helped to this by being told that value represents 
** service," and is in proportion to ** service '' ? ** Ser- 
vice " may import half-a-dozen things — effort exerted, 
effort saved, satisfaction conferred by the possession 
of natural objects, limitation of supply, and various 
combinations of these — and its import in the case 
in hand I have no means of determining. Gold, it is 
true, is now obtained by less *' effort " than formerly. 
With Ricardo's doctrine before me I know what 
interpretation to place upon that circumstance. 
Enlightened by Bastiat's, I am precluded from draw- 
ing any inference whatever; for though the effort 
of production has been diminished, it may not be on 
effort that " service " in this case depends : " On pent 
rendre un grand service avec un tres-leger effort, 
comme avec un grand effort on pent ne rendre qu'un 
tres-m6diocre service." Take a simpler case still. A 
machine is invented which cheapens the production of 
cloth : — will this lower the value of cloth ? It w 
be quite consistent with Bastiat's theory that i 

z 2 
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not do so, because it would be open to him to say, as 
he does say in the case of the diamond and of Madame 
Malibran's singing, that though the effort of produc- 
tion was diminished, the satisfaction which the com- 
modity was capable of conferring remained unaffected. 
To tell me then that value represents " service " and 
varies with " service " is to tell me nothing, unless I 
am told further the elements of " service " which are 
operative in the given case. This is what Ricardo's 
theory in effect does : this is what Bastiat's theory 
fails to do ; and in this difference lies the entire dif- 
ference between the two doctrines. It is much as if 
a chemist were to propound as a solution of the 
problem of the composition of bodies, that matter is 
composed of elementary atoms, omitting to classify 
the various forms of matter according to their ele- 
mentary constitution, or to say in what proportion in 
each class the elements combine. Such a generaliza- 
tion is no generalization in the scientific sense of the 
term : it is a mere confounding of a crowd of unana- 
lysed phenomena under an ambiguous word. 

So utterly, so glaringly inadequate is Bastiat's 
Theory of Value as a means of explaining phenomena, 
that its enunciation by a reasoner of Bastiat's remark- 
able acuteness would be altogether inexplicable had 
economic explanation been his principal object. But 
this, as we have seen, if an object with Bastiat at 
all, was quite secondary in his scheme. His para- 
mount aim was, in truth, not economic, but moral ; he 
sought, not .simply to explain, but also, and mainly, to 
justify the social facts which he undertook to expound. 
And this brings me to the second and more important 
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rdle played by the term ** service " in his theory. 
For service not merely designates a fact, but connotes 
a moral judgment. No one will deny that a man's 
services are properly his own — that he has a right to 
be remunerated for his services by him who requires 
to have them rendered to him ; if, therefore, property 
is resolvable into the right to certain values, and values 
in all cases represent, and vary with, services, we have 
the moral sentiment at once enlisted in the support 
of property. To maintain property — property, let us 
say, in the ground-rent of houses in the centre of 
London — is to maintain the right of a man to the 
product of ** services " — of " services " rendered to 
society by himself or by those from whom he has 
derived. To maintain freedom of contract is to mainr 
tain the right of one who has rendered ** services" to 
exchange those " services " on such terms as he pleases 
against the "services" of others who are equally free. 
Thus all industrial and commercial operations under a 
regime of freedom were resolved by Bastiat into in- 
stances of the reciprocity of services — ^^ services pour 
services r than which, he asks, what can be more just ? 
^^ Services pour services'' — the phrase has the unmistake- 
able ring of an axiom of " natural justice." Like the 
*' droit du travail," ** a fair day's wages for a fair day s 
work," and other kindred expressions, it, so to speak, 
sounds in equity. Whatever can be brought under 
the formula of '^ servues pour services^' has already 
received its moral ratification. We see, then, what 
Bastiat really accomplished. By dint of such explana- 
tions as I have given examples of, he succeeded in 
bringing the principal phenomena of value within the 
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comprehension of a single term ; this term being one 
which, from its etymological associations, connoted a 
moral judgment on the facts to which it was applied. 
Armed with the shibboleth of services pour services, 
Bastiat felt himself strong to encounter Communists 
on their own ground, and was able to return in kind 
the bolts launched at him from the arsenal of the 
Rights of Man. 

So much for the " new exposition of Political 
Economy," by which Bastiat proposed to defend social 
order menaced by socialistic attacks. The degree 
of faith which he placed in his specific is certainly 
surprising; for, however he may have failed to con- 
vince others, it is beyond question that he succeeded 
in fully convincing himself. He entirely believed 
that the Theory of Value set forth above contained 
the key to the social problem — furnished the sufficient 
foundation for a policy of the most rigid laissez-faire. 
Considered with reference to the practical purpose 
for which it was designed — as a corrective to the 
intoxicating appeals of socialistic writers — the antidote 
must, I think, be pronounced to be extraordinarily 
weak, a veritable pill to cure an earthquake. Nor 
would it seem that Bastiat's "writings have produced 
any sensible impression upon the general course of 
economic thought in France. He has left no school, 
and even those who yield a general assent to his 
system for the most part qualify their adhesion by 
reservations on essential points. The most important 
of recent French treatises on Political Economy — 
those, e,g.^ of M. Cherbuliez and of M. Courcelle- 
Ser' " ^rcely refer to him, and, when they do, it 
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is for the purpose of refutation. It will, perhaps, 
occur to the reader that there was little need, under 
these circumstances, for the somewhat elaborate 
examination of his system of economic philosophy 
cittempted in the foregoing pages. It may be 
said of Bastiat, however, as of some other eminent 
French thinkers, that Englishmen seem disposed 
to attach greater weight to his authority than it finds 
amongst his own countrymen ; and it happens that 
his capital doctrine is in immediate contact with 
one of the most urgent of our own social ques- 
tions — that of land-tenure reform. Since the free- 
trade controversy was settled, no question has come 
up for political discussion on which economic theory 
has a more direct and decisive bearing than on 
this. It is evident that the nature and extent of the 
prospective reform will mainly be determined by the 
economic standpoint from which the question is 
regarded — according, that is to say, as it is regarded 
from the standpoint of absolute property and com- 
mercial contract, or from that which recognizes a 
fundamental distinction between land and the ordinary 
products of industry. The latter view flows as an 
immediate corollary from the theory of rent pro- 
pounded by Ricardo — one of those ** pretty problems," 
by the way, which some eminent authorities would 
rank, as regards its social importance, with "the 
resolution of double stars," and " theories of irregular 
verbs." The former — the absolute property and com- 
mercial contract view of the case — can, on the other 
hand, only find its justification in some theory tanta- 
mount to Bastiat's, of whiqh the capital feature is the 



344 BASTIAT. [essay ix. 

identification of value, and, therefore, of property, in 
all its forms, as a phenomenon depending on the same 
causes, a product of the same essential conditions. 
Accept Bastiat's theory of value, and for any reform 
in land beyond the assimilation of real and personal 
property (for thus far it does carry us) we are without 
scientific warrant. The principle which governs con- 
tracts in the case of moveable wealth must be allowed 
to govern them in the case of land. The Irish Land 
Act, and all legislation in the same direction, are, of 
course, in this view, an injustice and a blunder. Such 
is one of the practical bearings of Bastiat's doctrine ; 
and Bastiat's reputation in this country being what it 
is, it has seemed to me not out of place — more espe- 
cially in the presence of fresh translations of his 
principal work — to attempt some estimate of the 
scientific value of his speculation. 
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G. 

RATIO OF PRESENT PRICES TO THE AVERAGE PRICES 

OF 1849, 1850, AND 1851. 

{The latter being taken as 100) deduced from the foregoing Tables, 



PRODUCTS OF VICTORIA. 
Cattle — Sheep, Cows, Bullocks 

Xx A jr ••• ••• ••• ••• («c , t % ••• 

X^IwaU ••• ••• >(> ••• ••• ••• ••• 

Butcher's Meat — Beef, Mutton 

x3uncr ••• ••• ■•• ••• ••• ••• 

Farm-yard Produce — Eggs, Turkeys, Ducks, Fowl 
X oiaioes ••• ••• ••• ■•• ••• ... 

Potatoes, retail 

Garden Vegetables — Carrots, Turnips, Cabbages 

PRODUCTS OF THE UNITED KINGDOM. 



• •• 



• • • 



• •• 



t • • 
• • • ••• 

« • • • • • 



Provisions — Butter, Bacon, Pork ... 
Butcher's Meat— Beef, Mutton 
i^eamer >•• ... ... ... 

X alio nT ••• ••• ... •*. 

wool ••• ••• ... ... ... 

oOQa /\su ... ... •«• ... 

v« opper ... ... .•• ••• 

Iron ... 
i-<6aci • • • ... 
Tin ••• 
Wheat 

Barley 

v/ais ... ... 

Rye 

Beans •>• 

X waS> ... ... ••• • ... 

Cotton Manufactures ^8 articles) . . . 
Linen Manufactures (6 articles) ... 

« * mAJwJWwjr ••• ••• ••• «•• 

Turpentine 

V^ wllww ••• ••• ••• ••• 

XxUlIl ••• ••• ««« ,,a ••• 

Logfwood 

Sugar (2 qualities) 



• • < 



• • • 



• • • f • • 

• •• • • • 

••• •• • 

••• • •• 

• • • • • • 



1849, 
'50, and 

'SI. 




100 
100 
100 
100 
100 
100 
100 
100 
100 



... 



••• ... 
••• ••• 

... ••• 



••• ••• 

. . . ••• 
•■• ... 



100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 



327-1 
192-8 
161-5 

474*9 
240-0 

312-8 

186-3 

600*0 

3491 



123-1 

122-2 
148-0 

1336 
IIO*2 
102-0 
1 29- 1 
124-4 

131-8 

141-5 
104-7 

135*1 
141-5 
127*8 

U5*4 

I43'4 
103-3 

105*8 

123-3 

120-5 

133*5 
142*0 

128*3 
104-7 
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PRODUCTS OF NORTH AMERICA. 

Cotton Wool— Middling Orleans, Fair Oiieans ... 

Timber 

Totacco— Maryland, Virginian 

Provisions — Beef, Pork 

Indian Com 

Rice 



PRODUCTS OF CONTINENTAL EUROPE. 

Flas 

Hkles;;; "! .;.■ '.'.'. ''.'. Z 

Tallow (2 qualities) 

Timber 

Wool {3 qualities) 

Tar 

Oils— Gallipoli, Pahn, Seal 

Iron 

Steel 

Wheat 

Barley 

Oats 

Rape 

PRODUCTS OF ASIA. 

Hemp '" 

Silk 

Rape 

Coffee 

Tea — Congou, Hyson 

Sugar— Bengal (2 qualities)^auritius (z qualities) 
Rice 



COMMODITIES SUBJECT TO EXCEP- 
TIONAL INFLUENCES. 
Potatoes 

Saltpetre 

Silk ;;; 

Indigo \ 

Wine— Port, Sherry \\\ 



1849, 




•so, and 
'5'- 


1858. 


100 


E 






100 


Is2-6 




127-8 


100 


130-0 




Ii8t. 


100 


io8'9 


,00 


I3S-6 




loi's 


100 


loo-l 




159-7 




1364 




92-8 




1038 


100 


83-2 




117-8 




u8a 




144-5 


100 


1047 


100 


135-" 


100 


141-5 


100 


124-2 


100 


II4-I 




880 




loo-i 




124-2 


100 


115-0 


100 


ioS-4 




104-8 


100 


88-6 


too 


97-2 


100 


947 




1I2'2 




135-1 




136-6 




130-0 


100 


I38I 



H 



ABSTRACT OF DR. SOETBEER'S TABLES. 
Given in his Contributions to the Statistics of Prices in Hamburg. 







Percentage rates compared with the average of the years Z83Z— 40. 




1831—40 








































i8J* 


i8ti 


185I 


1852 


1853 


1854 


1855 


1856 


1857 


Coffee 


xoo*o 


68'5 


75'6 


74*4 


838 


88'5 


82' 7 


£6-2 


xo5'8 


,y Domingo 


zoo'o 


7x'3 


77*3 


727 


831 


784 


86-5 


95*5 


„ Java 


f • 


• • 


• • 


• • 


• • 


■ ■ 


• • 


• • 


• • 


Cocoa 


• • 


lOO'O 


88'4 


zo^'o 


zo5'o 


983 


125'x 


149*9 


265'© 


Tea 


lOO'O 


zzo*7 


86-5 


79'8 


858 


897 


848 


83j| 

X22'6 


94*0 


Unrefined Sugar 


zoo'o 


83-3 


758 


714 


823 


85.5 


o6'8 

§2.2 


X27'8 


Refined do. 


ZOO'O 


8a'4 


747 


72'a 


77*2 


Zl 


XX2*6 


xx6'5 


Tobacco 


ZOO'O 


%'s 


TI2'0 


944 


85-7 


846 


So 


i»©'7 


Rice 


lOO'O 


651 


709 


77 9 


930 


»o3'5 


767 


Pepper 


lOO'O 


8a'3 


848 


87-6 


986 


1095 


zo9'5 


X20'4 


ix2'a 


Almonds 


ZOO'O 


950 


%^ 


89'a 


94-1 


99*7 


ZIO'X 


XII 6 


X9©'8 


Raisins 


ZOO'O 


99*5 


847 


137*9 


»63"5 


X27'6 


1833 


a54'7 


Currants 


lOO'O 


72*9 


597 


671 


164*5 


»73'5 


184*2 


aoo'3 


135*0 


Wine 


ZOO'O 


800 


984 


ioz'6 


I20'5 


X48'z 


X730 


189-7 


197*8 


Rum 


ZOO'O 


568 


57 5 


788 


94'a 


io6'a 


xoo'o 


x©7'a 


Geneva 


1000 


go'a 


Z34'o 


«37S 


1470 


X700 


1890 


x66'5 


x6x'o 


Wheat 


1000 


1200 


1083 


Z167 


zso'o 


>93*» 


a»5*3 


2o6'9 


144*4 


Rye 


lOO'O 


iii'9 


118 a 


Z40'0 


x6z-8 


196-4 


209' X 


ao3'6 


X40'© 


Barley 


100 '0 


113 X 


IZ2'8 


»340 


»574 


178*7 


aoo'o 


ax2'8 


x8o'o 
1696 


Oats 


100 


Z117 


1174 


iio'9 


M3*5 


167-4 


X87.0 


191-3 


Wheatenmeal 


• • 


zoo'o 


90*0 


929 


Z20 7 


«54*3 


165.7 


i6o'7 


X99'3 


Herrings 


lOO'O 


798 


675 


1079 


"3*5 


98-4 
>47*6 


104*8 


ii8'3 


132*5 


Ham 


1000 


xoho 


937 


|27"3 


Z4Z'o 


x6o'o 


1565 


159*4 


Beef 


icx>'o 


ZT9's 


"34 


Z247 


Z42'9 


149*8 


1745 


172*9 


175*3 


Butter 


1000 


Z084 


los'o 


xo5'8 


Z3i'4 


1 40-4 


1463 


1540 


155*5 


Cheese 


ICOO 


XOI'Z 


xo3'6 


io3'6 


XI3*2 


X27'0 


144*0 


152*7 


. • 


Indigo 


lOO'O 


839 


l^'l 


89'o 


%\ 


86'6 


87-8 


976 


103*7 


Logwood 


lOO'O 


85a 


66'7 


978 


935 


XOOO 


957 
145' 


Saltpetre 


XOOO 


979 


891 


894 


9* "3 


X40'8 


X52'3 


x64'a 


Soda 


• • 


• • 


• • 


• • 


• • 


• • 


• • 


• • 


• • 


Oover Seed 


100*0 


9S.X 


zo6'7 


>a3*4 


zz8*x 


X390 


X48'2 


X76'6 


«S9*3 


Rapeseed 


ZOO'O 


• • 


• • 


• • 


« • 


• • 


• • 


• • 


. • 


Rapeseed Oil 


zoo'o 


xoz'o 


989 


943 


103 'X 


124'x 


X59'9 


148*7 


I42'8 


Tar 


100 


io6'a 


1Z2'S 


xo3'z 


xoo'o 


Z64 X 


1719 


xi8'7 


104*7 


Tallow 


ZOO'O 


968 


84-6 


899 


xi3'8 


>343 


X39'0 


xx8'9 


130'© 


Wool 


zoo'o 


87-8 


85'6 


909 


tl 


9x'7 


99*7 


X02'9 


109*9 


Cotton 


ZOO'O 


70'6 


U\ 


73 » 


X38'9 


770 


84*1 


X05-6 


Hemp 


• • 


zoo'o 


967 


xo5'6 


xi5'6 


987 


99*7 
64*9 


Linen 


ZOO'O 


654 


704 


655 


6z'6 


6o'o 


m 


56'X 


Rags 


ZOO'O 


1250 


»7S'9 


X93-X 


175*9 


X72-4 


148*3 


137*9 


Skins 


zoo'o 


763 


79'a 
838 


8o'o 


06*0 
87-6 


xxa'o 


xz8*4 


143*3 


185*7 


Calfskin 


ZOO'O 


980 


784 


9S'9 


zoa'x 


xo9'a 


1351 


Iron 


zoo'o 


91'a 


72'© 


74*2 


xo9'7 


Z22'6 


xxo'8 


>i4'o 


xia'9 


Zinc 


ZOO'O 


»39'4 


P! 


xo4'7 


z4o'7 


X487 


151*3 


163*3 


X9X'3 


Lead 


zoo'o 


1077 


96'o 


"9*5 


137*0 


xsa'o 


1376 


X38'a 


Copper 


ZOO'O 


96'a 


943 


X086 


X21'9 


X23'6 


Z28'9 


I26'0 


135*0 
x86'4 


Tin 


zoo'o 


iox'3 


xo3'o 


XX2'7 


X52'2 


«55*« 


151*4 


171*5 


Pit Coal 


zoo'o 


xoo'o 


85-7 


«5-7 


"4*3 


xa8 6 


xa8'6 


xa8'6 


XOO'O 



The above table is framed on a basis of the average prices of i83i-4a This is reprefepted bjr xoo m th« 
nrst column ; the second column represents the average of prices witn reference to this basis, during x84x<-50i 
and the remaining columns the averages, with reference to the same Insis of each year from 1851 to X857, 
inclusive. By comparing the first and second columns it mil be seen that, on the whole, the pricn ofx84X-50 
had fallen as compared with those of r83z-4o. while by carrying the eye forward, the^ reader will find that 
after 1850 there is in the great majority of cases a rise, which in 1857 reaches a very high point, not ooiy m 
relation to Z84Z-50, but in relation to Z83Z-40. The rise in prices thus shown is very much greater than 
that indicated by my tables, which is accounted for by the drcumstance, that mine hava been carried en to 
1858. when the full effett of th« reaction frofti the crisis of 1857 had bcM felt. 
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I. 

STATEMENT OF THE CONCLUSIONS ARRIVED AT BY 

M. LAVASSEUR. 

("Journal des fecoNOMisxES," March 1858.) 

\From the official statistics of French Prices ^ including all commodities 
produced or consumed in France from 1847 to 1856, inclusive^ 

Natural Products. 

Per cent. Per cent. 

Actual increase in prices during the above period ... 67*19 

Proportion of increase due to war and scarcity .... 20 

Ditto to speculation 5 25*00 

Increase in price of natural products 42*19 



Manufactured Products. 

Per cent. Per cent. 

Actual increase in prices during the above period . . . i4'94 

Proportion of increase due to war and scarcity .... 2 

Ditto due to speculation 5 7*00 



Increase in price of manufactured products 7*94 

By adding these results together and dividing by two, the average increase 
in price of all commodities is made out to be 25 per cent., from which 5 
per cent, is deducted as an allowance " for the development of industry 
and the increase of consumers," thus bringing the advance in price, due to 
the depreciation of gold, to 20 per cent. 

Exception might, I think, be taken to some of the principles by which 
M. Lavasseur arrives at this result ; e,g, the plan of averages is very apt 
to be deceptive, unless the commodities from which the averages are 
taken, are of equal or nearly equal importance ; and the principle of the 
last deduction of 5 per cent as an allowance for " the development of 
industry and the increase of consumers," appears to me to be fallacious ; 
the development of industry and the increase of consumers having, except 
in the case of agricultural produce, a tendency to lower, instead of raising, 
price. But, passing by these considerations, the important fact remains, 
that French prices, comprehending those of all articles produced or con- 
sumed in France, have, after making liberal allowance for the effects of 
war, scarcity, and undue speculation, undergone since 1847 a marked rise, 
and that this rise has taken place (so far as the classification has been 
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carried) in the manner according to which, supposing it to have proceeded 
from an increase of money, it might be expected to take place ; a fact 
which, I submit, affords a strong corroboration of the general truth of the 
views which I have advanced. 



K. 



EXTRACTS FROM DR. STRANG'S PAPER ON WAGES IN 
GLASGOW AND THE WEST OF SCOTLAND. 

\Read at the Meeting of the British Association in 1858.] 

Average Rate of Wages of Workers in Factories (numbers not 

less than 50,000 in 185 1, 1856, and 1858). 





1851. 


1856. 


i8s8. 




J. d. 


s, d» 


s, d. 


Power-loom Weavers 


8 9 


10 9 


9 9 


Spinners ... ••• 






25 


30 


27 


Winders 








8 


9 


9 


Warpers 








12 


17 


16 6 


Dressers 








32 


40 


35 


Tenters 








30 


40 


38 


Twisters 








9 


12 


12 


Mechanics 








24 


27 


26 


Labourers 








12 


17 


15 



Workmen in Mines and Iron -Works (in number 31,900, total wages 

paid in 1854-5 1,976,000/., ten hours a day). 





1852. 


1854. 


1856. 


1858. 




s, d 


s, d. 


s, d. 


s, d. 


Miners ... ••• ••• 


2 6 


5 


5 


3 


Blast furnace keepers ... 


5 


6 8 


7 9 


5 


Do. assistants... 


3 2 


4 2 


4 2 


3 3 


Do. fillers 


2 8 


3 10 


4 2 


3 9 


Puddlers, including under 










hands ••• ... ... 


7 6 


10 6 


10 


9 


Rollers (chief rollers) ... 


10 


14 6 


13 6 


12 


Labourers 


I 6 


2 I 


2 


2 
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Engineers and Mechanics (per day). 



Year. 






Shillings. 


Year. 






Shillings. 


1851 ... 


• • • 


« • • • •• 


3*43 


1855 


• t f 


< • • 


3*99 


1852 ... 


• • • 


• • • • • • 


352 


1856 


• • • 


• • • 


■ • . ... 4*^^ 


1853 ... 


• • • 


• • • • • • 


3-82 


1857 


• •• 


• •• 


3*97 


1854 ... 


• •• 


• • • «• • 


3'97 


1858 


• •• 


• • • 


3*92 


Workmen engaged in the Building Trade (ten hours a day). 




QUARRIERS. 








QUARRIERS. 


Year. 




Shillings. 




Year. 






Shillings. 


1851 ... 


... 


... 16 per week. 


1855.. 


1 


... 


... 20 per week. 


1852... 


... 


... 16 


» 


1856.. 


1 


... 


... 22 „ 


1853... 


... 


... 17 


» 


1857.. 


» 


... 


22 „ 


1854... 


•*. 


... 19 


Mas 


1858.. 
IONS. 


» 


... 


... 19-20 „ 


Summer of 


"1850 


and '51 


• • • • • 


• • • « 


21 


per 


week of 60 hours. 


Winter 


do. 


do. 


• • * • • 


• • • • 


18 





ditto. 


Summer of 


1852 


> . • 


• • • * • 


• • • f 


21 


o& I 


%s, ditto. 


Do. 


1853 


t . * 


• • • • • 


• • • • 


23 


9 


ditto. 


Do. 


1854 


... 




• • • • 


25 





ditto. 


Do. 


1855 


... 


• • • t • 


t * • • 


25 





ditto. 


Do. 


1856 


... 


• • • • • 


• • • • 


25 





ditto. 



In September 1856, a change was made, and the rate fixed per hour, 
as follows : — 

d, s, d. 

5^ per hour or 26 11 J per week of 57 hours. 



» 



September 19th, 1856 
December 12th, 
May 15th, 1857 
July 24th, 
Aug. 7th, 
Nov. 6th 
March ist, 1858 
August 1st, „ 






St 

I 

M 

41 



it 

» 

n 



24 II 

23 9 

24 II 

26 l| 

23 9 
22 

*22 



ditto, 
ditto, 
ditto, 
ditto, 
ditto, 
ditto, 
ditto. 



s. 



Carpenters and Joiners. 



1851 21 per week of 60 hours. 

1852 24 ditto. 

1853 23 ditto. 

1 854 24 ditto of 57 hours. 



s. 



1855 24 per week of 57 hours. 

1856 24 ditto. 

1 857 to Nov. 26 ditto. 

1858 t24 ditto. 



Common Labourers (connected with all matters of house construction). 



1850, *5 1, and '52 

I053 ... ••• ••• ••• 

io54~S~^ *** *** *** 

I057 ... •• *'• ••• 

loso ... ... *** **■ 

* Equal to ays. 8|</. per week of 60 hour<; 



s. d. 

... 12 o per week of 57 hours. 

... 14 o ditto. 

... 17 o ditto. 

... 16 o ditto. 

... 15 9 ditto. 

\ Equal to 35;. 3^. per week of 60 hours. 
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Hand-loom Weavers (per week, for men, boys, and girls). 



losi *•• ••• **• **■ 3 

I052 ••• ••• •>• ••■ o 9 

lOsj ••• ••• ••• ••• V \j 



5, d, 

AO^U ••■ ••• •«• ••• / • 

lo^/ ... ... ••• ... O ^ 

1050 ••• ... ••• ••* 5 9 



Hand-loom Weavers (fancy work). 

s, d, s, d, 

1856 9 3 to 14 o per week. 

1858 7 o to 5 9 „ 

Dr. Strang remarks that there has been a gradual diminution of hand- 
loom weavers during the last few years. 

It will be desirable to add a few words in the way of explanation and 
comment on the tables now presented. And first, as to the standard of 
comparison which has been adopted. It appeared to me that, in selecting 
this, three leading considerations should be kept in view : first, that it 
should be taken from a period sufficiently long to allow, by the use of 
averages, of the elimination, as far as possible, of what is casual and 
exceptional ; secondly, that this period should exclude occasions of violent 
commercial agitation ; thirdly, that it should be continued to a point of 
time coinciding as nearly as possible with that at which the action of the 
new supplies of gold began to be felt. The period extending over 1849, 
1850, and 1 85 1, though not free from objection, appears to me, on the 
whole, to fulfil these conditions with tolerable fairness. It is in respect to 
the first that it principally errs, but the necessity of complying with the 
second and third (which I thought the more important conditions) left 
me no choice on this point ; for, had I extended the period from which 
the average is taken further back than 1849, J^ would have been brought 
under the influence of the powerfully disturbing occurrences of the years 
1845, 1846, and 1847, including the Railway speculation of 1845 ^^d 1846, 
the Irish famine of 1846 and 1847, and the commercial crisis of the last 
year ; while, on the other hand, to have carried it to a date later than 
185 1 would have been to bring it under the influence of the gold 
discoveries — that is to say, subjected that which was to be our standard of 
comparison to the action of the agency, the character of which it was our 
object to investigate. Indeed, with a view to American prices, the year 
1851 is too late ; the demand springing up in California consequent on 
the gold discoveries, having previous to the close of that year produced a 
very decided effect on the American markets ; a circumstance which 
prevents the rise in American prices, as shown in the tables, from being as 
marked as it otherwise would be. If it be said that these objections 
might be obviated by taking a longer period anterior to 1845, this is true ; 
but, by doing so, we should have incurred others of a more serious kind^ 
In the first place, there was to this course the practical objection arising 
from the difficulty of obtaining extensive returns of prices from so distant 
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a period — a difficulty of which no one who has attempted to construct a 
table of prices on a large scale will think lightly ; while it would have 
been further objectionable as not fulfilling the third of the three conditions 
which I have stated above — that of taking the standard of comparison 
from a period as close as possible to the epoch of the gold discoveries. 
To disregard this condition would be in no small degree to conceal the 
operation of the agency in question ; there being a constant tendency 
in the progress of the mechanical arts and applied sciences to cheapen 
production, and thus, when any considerable period of time is allowed to 
elapse, to neutralize the effect of any cause, which, like the new gold, tends 
to raise prices. But, though not free from objection, I conceive the years 
1849, 1S5O} and 1 85 1 to form on the whole a fair basis of comparison ; and 
this I think will appear from the following extracts from the Trade 
Reports of that time, which have been taken partly from the Ecottomist^ 
and partly from the 5th volume of the " History of Prices." 

During the whole of 1848 the country was suffering from the depres- 
sion consequent upon the reaction from the crisis of 1847, but by the 
close of that year and the opening of 1849 i^s prospects became more 
cheering. This is shown by the following extracts from the Economist^ 
January 6th, 1849. Ldme Street ^ London, — "At the close of this year, 
which has been so sadly eminent for dulness in the produce market, 
I have the pleasure to announce a decided improvement, which is 
more important for being so very unusual just at this period. The reports 
from our manufacturing districts are more favourable." Manchester^ — 
" We have the satisfaction, at the termination of another remarkable and 
eventful year, of communicating to you the continuance of a decided 
improvement in the trade of this district." Uverpool, — "The wool- 
market continued in a state of great depression till the end of October. 
. . . During the past two months, however, we are glad to notice a con- 
siderable change for the better ; a large business has been done both for 
the home trade and for export, and prices both of foreign and domestic 
wools have an upward tendency." On the other hand, the com market is 
reported as at this time in a very depressed condition, " all classes holding 
back for the period of free trade becoming a great act ; anticipating a still 
further reduction in value under its dreaded influence ; " as were also the 
markets for colonial produce. 

The anticipations, however, expressed in the passages I have extracted, 
of a general revival of commercial activity, were not realized during the 
first half of 1849, which must be regarded as a time of more than ordinary 
depression. About the middle of 1849, however, a decided improvement 
took place, as appears from the following report, dated October 31st, 
1849 : — "With the single exception of some branches of the cotton trade, 
I have the satisfaction of reporting a continued improvement up to a late 
period, and with every appearance of continued activity, at least for some 
months to come, to the extent to which it has now reached. The worsted 
stuff trade has been the one most active ; this trtide has never before 



APPENDIX K. 365 

reached anything like the extent to which it has now attained. Plain and 
fancy woollens have varied, .... but on the whole they have been v&cy 
satisfactory. The silk trade has been brisk and prosperous." At the 
close of October (1^49), the historian of prices informs us (" History of 
Prices,** vol. V. p. 244) — that " there sprung up in the colonial markets 
a marked disposition to a speculative rise of prices. The tendency first 

manifested itself in coffee From coffee the speculation gradually 

spread to several other articles." This buoyant state of the market, it 
appears, continued till the end of January 1850, at which time the reports 
announce that '' the speculations in colonial produce appear to have in 
some measure subsided." The commercial character of 1849 appears 
thus to have been oue of depression during the first half of the year, 
followed by a general revival of trade in the latter half, accompanied by a 
speculative rise of prices of certain markets : on the whole, we may 
consider the range of prices during this year as somewhat under the 
normal level 

At the opening of 1850 we are told, "the trade of the country was 
moderately active" (" History of Prices," vol vi. p. 249) : and this repre- 
sentation is fully supported by quotations from the Trade Reports. Thus 
from Yorkshire the accounts say : — " I continue to receive very satisfactory 
reports as to the state of trade in all branches of manufactures throughout 
fny district, except that portion engaged in spinning low numbers of 
cotton yarns, or manufacturing heavy cotton goods. The general con- 
dition of the factory workers, as regards employment and their ability, by 
good wages and low prices, to obtain food and clothing, is also satisfactory." 
(Ibid. p. 25a) The principal complaints at this time appear to have been 
in the cotton trade respecting the high price of raw cotton, which we are 
told "were general throughout 1850." In April 1850, the account from 
Lancashire was as follows : — " All the accounts I receive represent the 
woollen, worsted, flax, and silk mills to be in an active and prosperous 
State, and I have received similar good accounts of the larger portion of 
the different branches'of trade in print works." (Ibid. pp. 250-1.) On July 
6, 1850, the following reports appear in the Economist: — "Nothing has 
occurred during the past month to disturb the even and satisfactory course in 
which the commerce of the country appears to be now steadily proceeding. 
. . . The low prices of many foreign articles might have been expected 
to offer a sufficient inducement to speculative investment ; but such has 
not been the case, business having been in most instances restricted 
to the supply of the actual consumptive and export demand ; so g^eat, 
however, is this demand at present for many of our silk, cotton, and 
woollen fabrics, that higher rates are obtainable than have been current 
for some years past ; and so far from the stocks of manufactured goods 
increasing, there is difficulty in getting orders executed except for forward 
delivery. From Liverpool the account at the same time was as follows : — 
** Throughout the manufacturing districts there is full employment, and 
trade is in the highest degree flourislung. At this season of the year 
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there is generally a large bussness doing in domestic wools, but the trans- 
actions have been to a greater extent than usual." From Manchester, 
owing to the cause already adverted to, the scarcity and dearness of raw 
cotton which continued throughout this year, the accounts were less favour- 
able. In the review of this year's cotton trade (December 1850) given in 
the "History of Prices," vol. v. pp. 255, 256, the following statements 
appear ; — "On the ist of January, 1850, this quality (Middling Orleans) 
was worth 6\d, per pound, being 50 per cent, higher than at the commence- 
ment of 1849, ^^^ ^Iso of 1848. Speculators came freely into the market 
early in 1850, basing their operations on the promising appearance of 
trade in the manufacturing districts, and the unfavourable prospects of 

the crop of American cotton There was a trifling reaction in 

August ; in September and October a recovery ; but in November a con- 
siderable fall, arising in apprehension of a war on the Continent. In 
December, more activity ; and the year 1850 closed with a price of 7\d. 
per pound, or nearly 20 per cent, higher than at the opening." "In coffee," 
we are told, " there were considerable fluctuations during the year ; 
the price in January 1850 having risen very considerably, under the 
influence of bad crops from Brazil, and speculative purchases," falling in 
June and rising again in September, from which time it rose steadily till 
the end of the year. "In indigo and silk there were also some fluctua- 
tions arising out of reports of deficient crops." "In the sugar market the 
year 1850 has been marked, on the whole, by a very steady maintenance of 
prices." Of the ship-building trade we are told that " new British ships 
have fully maintained our last quotations ; indeed, we have felt the want of 
a larger supply of good vessels, which would have met with a ready sale 
at fair prices if at hand." The review of this year is thus summed up : — 
"As a general rule there was a disposition in the latter half of 1850, in all 
the great markets of produce, to look forward to considerably higher 
prices, on the twofold ground of increasing consumption, and of the 
probable failure of the usual supplies." (Ibid. p. 258.) 
The opening of the year 1851 is thus chronicled:^ — "The year 1851 

opened with fair prospects Prices of colonial produce were firm 

and rising ; and already the export trade to the United States began to 
exhibit the influence of the large consumption in California." (Ibid, 
p. 258.) A reaction, however, from this favourable condition of things 
occurred in the spring, and on April 3, 185 1, there was the following 
report from Yorkshire : — " In various branches there has been a consi- 
derable quantity of machinery either unemployed or working for a shorter 
period than for many previous months. This has not been extended to 

all branches of trade at the same time or in the same degree In 

the neighbourhood of Huddersfield nearly all branches of the woollen 
trade are represented to be at this moment very flat and depressed.*' 
(Ibid.) At Liverpool the price of cotton had fallen at the end of May to 
a point as much as 60 or 70 per cent, below the prices current in the 
previous January. " Throughout July, August, and September there was 
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great depression in the produce markets of London and Liverpool. 
Prices had failed to correspond with expectations formed, and had fallen 
considerably instead of having risen. . . . About the end of September, 
however, the markets began to revive. The reports from Manchester 
represent the home trade as decidedly better." (Ibid. p. 261.) "When 
the period arrived for taking a review of the twelve months, the retrospect 
was of a mixed character. . . . But, as a general rule, the close of 1851 
was distinguished by a range of prices in almost every branch of trade 
and manufacture lower than had prevailed for a very long period." 

On a survey of the three years we may say that they embraced a 
period of chequered character, not free from commercial vicissitudes, but 
undisturbed by commercial convulsion. The range of prices in 1849 was 
perhaps rather under the usual level, but on the other hand "in 1850 
prices had in most cases risen considerably above their ordinary level." 
(" Hist, of Prices," vol. v. p. 265.) This high range of prices appears to 
have culminated in January 185 1, from which point there was a decline, 
which appears to have touched its lowest range about August of this year, 
after which a revival set in ; prices, however, at the end of the year 
remaining still greatly depressed when compared with the high level they 
had attained at its opening. There is one important class of articles, 
indeed, which throughout the whole of this period continued at a low 
range, namely agricultural produce : this was owing principally to two 
causes, viz. favourable seasons and free trade which had at this time 
just come into force : but, on the other hand, there were others scarcely 
less important, which ruled throughout at prices much above what had 
been their usual level for many years previously, e.g. raw cotton and 
wool ; the former of these articles being maintained throughout the 
greater portion of the whole period at from 50 to 80 per cent, above what 
had for many years been the prevailing price ; and the latter also at 
what were considered very high rates. 

Such being the grounds on which the years 1849, '^S^j ^"^ 1851 have 
been taken as a standard of comparison, it remains that I should explain 
the principles on which the tables have been constructed, and the 
significance of the results which they embody. . 

And first as to the sources from which the foregoing returns have been 
taken : these are as follows, viz. — for agricultural produce, the Gazette 
returns, as given either in the Statistical Abstract published by Govern- 
ment, or in the Economist; for butcher's meat and potatoes, the Registrar- 
General's quarterly returns ; for cotton (American), a series of tables 
published lately by Mr. Spence of Manchester, entitled, "The Course of 
Corn, Cotton, and Money ;" the figures in the columns marked P in the 
tables have been furnished to me by private merchants extensively 
engaged in transactions with the articles to which they relate ; a few 
columns have been taken from the tables in the sixth volume of the 
" History of Prices," and the remainder from the Prices Current published 
weekly in the Economist. The prices are, as a general rule, the prices of 
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the London markets, though in some instances they refer to others, but 
the locality of the market is evidently unimportant, provided the quota- 
tions for any griven article refer throughout the whole period to the same 
market, and this rule has been always observed. The same principle 
obviously applies to foreign as well as to home commodities. The prices, 
e.g, of cotton wool, of tobacco, of tea, or of sugar, will always be higher 
(I speak of bond prices) in London than in the countries of their produc- 
tion, by the cost of transmission pliis the profit on the capital invested 
in the trade, and these elements, it is true, will vary for short intervals, 
but taken over long periods they will on an average be the same. The 
variations of prices therefore in the London markets will on an average 
show the variations of prices in the markets of the producing countries. 

Of articles subject to import duties, the prices quoted are, with one 
or two imimportant exceptions which are duly notified in a footnote, the 
bond prices. 

From the commodities comprised in the tables silver has been de- 
signedly excluded, because, contrary to what is sometimes supposed, 
silver, of all articles, forms the most fallacious criterion of changes in the 
value of gold, owing to the circumstance that silver and gold, wherever a 
double standard of value exists, and to some extent even where it does 
not, are made to perform the same functions, and can be reciprocally 
substituted one for the other ; the effect of which is that a fall in the 
value of gold is always attended with a fall in the Value of silver, though 
not necessarily to the same extent* 

The tables have been constructed With a view to exhibit the operation 
of the principles which in the preceding paper I have endeavoured to 
establish ; the classification being made according to the countries in 
which the commodities are produced, and the mode of their production. 
To the complete carrying out of this principle several practical difficulties 
occur. Thus there is an important group of commodities which are not 
produced in any of the leading commercial countries of the world, and 
which do not therefore properly fall under any of the above heads — 
West Indian commodities. These are obviously too important to be 
omitted from any table purporting to represent the progress of prices, 
but, on the other hand, they do not conveniently fit into any of the de- 
partments laid down. As on the whole the least objectionable plan, I 
have added them as a distinct gtoup to the productions of the United 
Kingdom ; for, although tropical commodities, they are the produce for 
the most part of British capital, and are more under the influence of our 
monetary system than that of any other country. Again, it will be found 
that there are many commodities which are common to several classes. 
Of these grain is by far the most important ; the others being cotton, 
rice, tallow, oils, rape, and a few more. It is, as I have pointed out 
{antey pp. 70, 71), through the medium of such conmiodities that the most 
powerful corrective is supplied to that local divergence of prices which 
it is the object of these tables to illustrate. In proportion therefore as 
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such commodities are found in the several tables, will the operation of 
the principles to which I call attention be neutralized, and the pheno- 
menon in question be less striking. 

The tables, though containing altogether about one hundred com- 
modities, I must admit to be in a very incomplete state. It will be 
remembered, however, that / do not base any theory upon them. The 
theory which I have advanced stands on entirely independent grounds, 
namely, the conditions of production affecting different classes of com- 
modities, the peculiar character of the monetary systems existing in 
different countries, the commercial channels by which the new gold is 
diffused, and lastly the principles of monetary science. In their present • 
form I cannot even claim for these tables a verification of that theory : 
all that I assume for them is that they afford so extensive an illustration 
of the principles which I have advanced as to warrant me in feeling con- 
siderable confidence in their general soundness. Thus, if the reader will 
glance over Table G, which shows at one view the result of the comparison 
instituted in the previous returns, he will find that out of the whole 
number of commodities included in it, which amounts to nearly one 
hundred, only six have fallen since the epoch of 1849-51 : the remainder 
have all risen, and the greater number in a very marked manner ; and 
he will find further, that in this progress of prices the advance has 
on the whole taken place in the order in which, as I have endea- 
voured to show, prices may be expected to advance under an increase 
of the precious metals. Thus he will find Victorian prices to have 
advanced in the proportion of about 200 per cent, or rather more. He 
will find the movement in English and American prices on the whole 
greater than in the prices of Continental Europe, while these latter 
show a greater advance than prices in Asia. This local divergence of 
prices will be very remarkable if we take some leading commodities of 
British and American produce, and contrast them with some of the 
leading products of Asia. Thus, if we take provisions and butcher's meat, 
the metals, agricultural produce, raw cotton, and tobacco, and compare 
these with some principal Asiatic products, as cotton, silk, coffee, tea, 
sugar, rice, and spices, we shall find that while the prices of the former 
articles have risen from 15 to 45 per cent, as compared with their prices 
in 1849-51, the prices of the latter have in no case risen more than 15 
per cent, and have in several cases positively fallen — in one important 
article, rice, by so much as 11 per cent The only important Asiatic 
products in which a marked rise in price has taken place are saltpetre 
and indigo, and in both these cases the rise is owing to causes of an 
exceptional nature — in saltpetre to a greatly increased consumption 
during the last four years, consequent upon causes too numerous here to 
mention, combined with the obstacles presented to a rapid extension 
of the supply by the scarcity of the peculiar clays from which this article 
is principally obtained ; and in indigo owing to the interruption given to 
the operations of the indigo planters by the Mutiny, and to the speculative 
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transactions to which this event gave occasion. It will be seen, too, that, 
on the whole, the other doctrines of the paper are pretty well borne out. 
Thus the advance in raw materials is much greater than in manufactured 
articles, while amongst raw materials the advance is more marked in 
animal than in vegetable products ; such articles, e.g.y as leather, tallow, 
provisions, and butcher's meat showing a very remarkable rise. 

I have appended to my own tables an abstract of the results arrived at 
by Dr. Soetbeer of Hamburg, in his " Beitrage zur Statistik der Preise,*' 
for which I am indebted to the kindness of the Archbishop of Dublin, as 
well as a statement of M. Levasseur's conclusions as to the progress of 
prices in France during the period of 1847 to 1856. It will be seen that 
the conclusions of both these writers, derived from independent data, and 
reached by modes of investigation entirely different from mine, concur in 
supporting not only the general position of a rise in prices, but also, so far 
as they go y the particular doctrines which I have ventured to advance 
respecting the mode in which this rise must take place. On the other 
hand Mr. Newmarch (the author, in conjunction with the late Mr. Tooke, 
of the fifth and sixth volumes of the " History of Prices ")> in a conmiuni- 
cation made to the British Association at its meeting in Leeds in 
September y 1858, maintained that prices were then rather lower than 
ifrevious to the gold discoveries^ and that no depreciation in the value 
of money had up to that time taken place; resting his conclusions 
on certain tables which he then produced. To account, however, 
for the discordance of Mr. Newmarch's conclusions as well with mine 
as with those of others who have investigated the same problem, it is 
only necessary to state, first, that the tables pn which he based his conclu* 
sions contained not more than twenty commodities^ and excluded almost 
all those in which the advance has been most marked ; and secondly, that 
the standard of comparison which he adopted was a single quotation in 
January, 1851 ; that being, as I have shown above, as well from Mr. 
Newmarch's own writings as from other authorities, the culminating point 
of an ascending movement in prices which had conmienced in the begin- 
ning of the preceding year. Under these circumstances, the standard ot 
comparison being exceptionally high, the object of comparison — ^that 
is to say, the prices in September , 1858 — being (owing to the reaction 
consequent on the commercial crisis of the previous autunm) exceptionally 
low, and the comparison being limited to a select number of com- 
modities, it is not strange that the conclusion should have been different 
from that of other writers who proceeded upon different principles. 

For the returns of wages in Glasgow and the West of Scotland, given 
in Table K, I am indebted to Dr. Strang, who kindly allowed me to copy 
them from the valuable paper on that subject which he read before Uie 
British Association in September last I had hoped to have extended 
this portion of the subject by adding to these some returns of wages in 
Ireland, but the materials which I have yet obtained for this purpose 
are not sufficiently extensive to be worth publication. It will be seen, 
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however, that Dn Strang's tables, so far as they go, fully support the 
general views advanced. 

I cannot conclude without gratefully acknowledging the assistance I have 
received, while compiling these tables, from several gentlemen, both in 
this country (Ireland) and in England, to whom I have had occasion to 
apply for information, and who, as well by procuring me returns as by 
the observations with which in some instances they have accompanied 
them, have afforded me very material aid. I shall only further add that, 
as I cannot but fear that many inaccuracies may have found their way into 
the foregoing tables notwithstanding my anxiety to avoid them, I shall 
feel obliged to anyone who will do me the favour of pointing out any 
error he may detect, whether in the way of omission or of conmussion, 
and still more so if he will afford me the means of correcting it Such 
criticism will be the more acceptable, as I purpose carrying on these 
tables with a view to exhibit the future progress of depreciation, and 
hope on some future occasion to be able to publish them in a form less 
incomplete and fragmentary than that in which, owing to unavoidable 
circumstances, they at present appear. [This intention the writer has 
been prevented from carrying into effect.] 



THE END. 



